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World News 


France finds 
ally against 
Anglo-ltalian 
defence plan 

France enlisted the support 
of Germany in mounting a 
counter-offensive against the 
new Anglo-ltalian plan to set 
. European defence policy 
within the context of Nato. 
Page 16 

Georgian street battles 

Soviet Georgia’s parliament 
met in emergency session after 

- renewed armed street clashes 

- between opposition and loyal- 

- ist supporters turned the capi- 
talrTbilfsi, into a battlefield. 




waut'A 

■* 3w«iir; k 
* T*£Sx= ~7? ^ 

r* ■-Jr*=a / x. 

icm. 

MN. 


r 



WSSiA - V? ~ 


**• kx-asr. v.-.iJir. Lx— 


71 493 0676 





Ukraine apologises 

The Ukrainian gn w» mmant 
marked the 50th anniversary 
of the Nazi massacre of thou¬ 
sands of Jews at Babi Yar by 
publicly apologising to the 
■ Jewish people for turning its 
bade. Page 3 

Portuguese polls Mt 

Voting in Portugal's general 
elections was disrupted in sev¬ 
eral areas as people, angry 
over local issues, burned bal¬ 
lots and dumped manure at 
polling stations. 

Israel jafis Nathan 

An Israeli court jailed veteran 
peace campaigner Abie Nathan 
for 18 months fbr meeting Yas¬ 
ser Arafat in defiance of a law 
against contacts with the Pal¬ 
estine liberation Organisation. 

Japan’s frontrunner 

Former finanrp mi meter gflphi 
Miyazawa emerged as front¬ 
runner in the race to replace 
Tos hiki Kaifu as prime minis¬ 
ter of Japan. Page 6 

Police kWed entrain 

Bight policemen were Killed 
near Amritsar when Sikh mili¬ 
tants blew up a train used to 
check for rail sabotage, then 
gunned down survivors trying 
to scramble to safety. 

Belgian king refuses 

King Baudouin refused to 
accept the resignation of Bel¬ 
gian prime minister Wllfried 
Martens’ centre-left coalition 
government Belglanrulers . - . 
-split,page4 ■ 

Indonesia crash toR 

Indonesia buried the 138 vic¬ 
tims of the country’s worst 
air disaster less than 24 hours 
after the military transport 
Dying home members of a 
crack air force regiment 
crashed in a Jakarta suburb. 

Haiti tales end 

A team of diplomats from the 
Organisation of American 
States ended two days of tense 

talks with Haitian militar y 

leaders, following a military 
coup which ousted the cairn- 
fry’s first democratically- 
elected leader. 

Iran executes 25 

Iran executed 17 Afghans and 
eight Iranians in the northeas¬ 
tern city of Mashhad. It said 
they were involved in an inter¬ 
national drug trafficking ring. 

Babangida’s promise 

President Ibrahim Babangida 
reassured Nigerians that he 
win meet his deadline for 
tr ansf erring power to civilians 
next year. 

Hamburg stays top 

Hamburg is expected to remain 
Europe’s richest city in 1995, 
with Paris second. London is 
forecast to slip from fourth 
to seventh place. Page 4 

Suave winner 

Suave Dancer won the Prlx 
de r Arc de Triomphe horse 
race at Longchamp, Paris. The 
French-trained colt was ridden 
by Cash Asmussen. Generous, 
the English-trained favourite, 
was unplaced. 

Samoans shock Wales 

Wales slumped to a 16-13 defeat 
by Western Samoa in Cardiff, 
the first big shock of the 
Rugby World Cup. In Dublin, 
Ireland crushed Zimbabwe 


Business Summary 


$ Korea to 
probe leading 
companies on 
tax payments 

South Korea is investigating 
eight of its largest conglomer¬ 
ates on suspicion of tax eva¬ 
sion. the office of national tax 
administration said. 

The move follows the revela¬ 
tion last week that Hyundai 
Group, Korea's second-largest 
group, nrni its founder are 
under investigation by the tax 
authorities for avoidance of 
inheritance taxes. Page 16 

EUROPEAN Monetary System: 
The Spanish peseta stayed at 
the top of the grid last week, 
its lead bolstered by interven¬ 
tion in the currency markets 
from the Bank of Spain. Ster¬ 
ling weakened on speculation 
that it may be about move to 
the narrower 2J25 per cent fluc¬ 
tuation band The French franc 
stayed at the bottom after 
newspaper speculation about 
likely effects of opposition 
among the ruling Socialists. 
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THE MONDAY INTERVIEW 

Carlos Solchaga. who 
becomes the first 
Spanish finance minis¬ 
ter to chair the Inter¬ 
national Monetary 
Fund’s interim Com¬ 
mittee when it meets 
this week in Bangkok, 
has become the figure 
around which much of 
Spain's political 


The chart shorn the member 
currencies of the exchange rate 
mechanism measured against 
the weakest currency in the 
EMS's narrow 2-25 per cent fluc¬ 
tuation band. In practice, cur- 
resides in die EMS narrow 
. . band cajmot jise more. than. 
Z2Spercent fromtheweakekt 
currency in that part of the sys¬ 
tem. Sterling and the Spanish 
peseta operate with 6 per cent 
fluctuation bands. Currencies, 
Page 27; Economic notebook. 
Page 17 

CAISSE Nationale de Prevoy- 
ance (CNP), France’s state- 
owned second biggest provider 
of life insurance, is to lose a 
24 per cent stake to the private 
sector. Page 17 

LONDON Futures and Options 
Exchange is expected to make 
a statement this week on the 
resignation of the chairman 
and chief executive at an emer¬ 
gency board meeting. Page 17 

DEUTSCHE Telekom, German- 
based telecommunications car¬ 
rier, is likely to take a 26 per 
cent stake in ST’S OS-based 
Syncordia venture. Page 21 

GUINNESS Peat Aviation, 
world’s biggest aircraft leasing 
company, based in Southern 
Ireland, plans to raise up to 
S500m (£287m) through a public 
bond issue in the US. Page 18 

NISSAN MOTOR, Japan's sec¬ 
ond largest car maker, asked 
the French Finance Ministry 
for permission to acquire Rich¬ 
ard Nissan, its French 
importer/distributer in a deal 
valuing the company at 
FFr861 An (8151m). Page 19 

HONG KONG’S stock 
exchange, feting compulsory 
reforms to align it with Inter¬ 
national standards, is to hold 
an extraordinary general meet¬ 
ing at the end of this month 
in a last effort to push through 
voluntary changes. Page 21 

NORWAY is to create a dedi¬ 
cated group to monitor Iraq’s 
JLSbn worth of crude oil sales 
allowed under an exception 
to the United Nations embargo, 
and to ensure that all sales 
are undertaken in market con¬ 
ditions. Page 18 ; Production 
of N-weapons may be continu¬ 
ing, P*®e 6 
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EC threatens 
sanctions to stop 
Yugoslav fighting 


By Ronald van de Krol and David Buchan in Utrecht 


THE European Community has 
given the warring parties in 
Yugoslavia until midnight 
tonight to stop firing or face 
trade sanctions and possible 
prosecution for war crimes. 

EC foreign ministers con¬ 
demned Serbia and its allies 
for seizing control of the fed¬ 
eral presidency, and the federal 
army for its “disproportionate 
and indiscriminate use of 
force”. The army was “no lon¬ 
ger a neutral and disciplined 
institution”, they said at the 
end of a two-day meeting in 
The Netherlands. 

Exasperated at the failure of 
more than three months of 
mediation, the EC asked Mr 
Javier Perez de Cuellar, United 
Nations secretary-general, to 
send a special envoy to Yugo¬ 
slavia. 

It also said it was consider¬ 
ing the possibility of a total 
trade embargo. This would 
require the backing of the UN 
Security Council for legal and 
practical reasons. But the EC 
has already decided that it will 
immediately scrap its own 
trade and cooperation agree¬ 
ment with Yugoslavia il 
tonight’s ultima him is not met. 
Sixty per cent of Yugoslavia's 
trade is carried out with the 
Community. Any renewal of 
formal trade links by the EC 
will only be with those repub¬ 
lics “which are contributing to 
the peace process.” This would 
put the Community well on the 
road to recognising the inde¬ 


pendence of individual Yugo¬ 
slav republics. 

Mr Hans van den Broek, the 
Dutch foreign minister, said: 
“We are reaching the limits of 
what we can do with the 
instruments at hand.” 

The ministers were deter¬ 
mined that “those responsible 
for the unprecedented violence 
in Yugoslavia, with its ever 
Increasing loss of life, should 
be held accountable under 
international law for their 
actions.” 

The Croatian government 
said it would welcome any 
sanctions imposed by the Euro- 

EC threatens trade 

embargo__Page 3 

Croatia ‘officially at 

war with army*....Page 3 


pean Community, but it 
warned they would be too little 
too late unless accompanied by 
stronger measures. 

Mr Mario Nobilo, a senior 
adviser to Mr Franjo Tndjman, 
the president of Croatia, said 
the international community 
must “send the US Sixth Fleet 
to the Adriatic, and it must 
dose Yugoslavia's air space”. 

He was speaking hours alter 
Mr Tudjman called for a gen¬ 
eral mobilisation of the Cro¬ 
atian population in response to 
an unremitting weekend of air¬ 
raids and bombings by the fed¬ 
eral army. 


Yesterday federal array units 
fanned across the south and 
eastern parts of Croatia, whose 
government today will draw up 
constitutional changes aimed 
at cementing its June 25 decla¬ 
ration of independence follow¬ 
ing the lapsing of a three- 
month moratorium. 

The republic was engulfed in 
heavy fighting yesterday. 

Genera] Andrija Raseta. dep¬ 
uty commander of the army's 
Fifth Military District, which 
includes Zagreb, said no cease¬ 
fire was possible until the Cro¬ 
atian government lifted its 
blockade against federal army 
barracks throughout the repub¬ 
lic. But Mr Nobilo said the 
blockade would not be lifted 
until the army stopped the 
bombings and mortar attacks 

Tanjug. the Belgrade news 
agency, said the federal army 
had captured Cilipi airport, 
near Dubrovnik. The medieval 
city is now cut off from the 
rest of Croatia. 

Tanjug added that large 
numbers of Croatian fighters 
and police had been captured 
by the federal army. It also 
reported that army and- Serb 
paramilitary units had entered 
the centre of Vokovar, in east¬ 
ern Croatia, which had been 
under siege for several weeks. 
Croatian radio said federal 
army fighters had yesterday 
bombed the city four times, 
and 120 people had been 
injured over the past three 
days. 


West welcomes proposals 
for Soviet N-arms cuts 


By Lionel Barber in Washington, Leyla Boulton in Moscow, 
fvo Dawnay in London, William Dawkins in Paris. 


THE WEST yesterday warmly 
welcomed President Mikhail 
Gorbachev's proposals for 
sweeping nuclear arms cuts 
but remained cautious about 
his ability to deliver them 
given the rapid disi ntograti n n 
of the Soviet Union. 

Mr Gorbachev made his 
long-awaited response to Presi¬ 
dent George Bush's unilateral 
disarmament initiative of last 
month in a television broad¬ 
cast on Saturday night. 

He announced tfae abolition 
of short-range tactical weap¬ 
ons, matching Washington's 
move, and withdrew Moscow’s 
opposition to an anti-missile 
defence system. He also 
pledged to scrap 1.000 heavy 
strategic rocket warheads 
beyond cuts already agreed. 

President Bush said Mr Gor¬ 
bachev’s proposals were “good 
news for the whole world", 
while Nato described them as 
“a step in the right direction 
for a more secure and stable 
world”. 


Mr John Major, British 
prime minister, said the Soviet 
annnnnrffmPTi f was “a tur ning 

point in the peace process”, 
but firmly ruled out axing the 
Trident nuclear submarine 
force, currently under con¬ 
struction. 

France said it would wait 
until the Soviet Union and the 
US had reduced the gap 
between their nuclear arsenals 
and the 400 French nuclear 
warheads before considering 
cuts of its own. 

In Germany, - Chancellor 
Helmut Kohl referred to insta¬ 
bility in the Soviet Union, but 
welcomed the Kremlin leader's 
promise to pull back a range pf 
nuclear weapons from active 
units and store them under 
central control 

Mr Gorbachev’s offer to elim¬ 
inate or withdraw all land- and 
sea-based short-range nuclear 
weapons, plus his pledge to cut 
700,000 from the 3.7m-strong 
armed forces, has further 
removed political obstacles to 


US aid to the Soviet Union. 

Mr Bush was cautious about 
Mr Gorbachev’s call for an 
arms control summit until a 
first round of talks at expert 
level is completed. A US arms 
control delegation led by Mr 
Reginald Bartholomew, under 
secretary of state, is in Moscow 
this week. 

Mr Gorbachev’s pledge to 
eliminate tactical nuclear 
weapons is viewed as the most 
important. The US remains 
concerned about the Cate of 
these weapons as the break-up 
of the Soviet Union continues. 
These tactical nuclear weap¬ 
ons, numbering about 15,000, 
are the most susceptible to 
theft, or to appropriation by 
breakaway republics. 

Objections from the Ukraine 
to President Gorbachev’s pro¬ 
posals on the grounds that the 
republic was not fully con¬ 
sulted underline Washington’s 
concerns. 

Soviet proposals. Page 2 


Bush willing to look again at 
package of budget deficit cuts 


By Lionel Barber in Washington 


THE BUSH administration, 
under ma nuring congressional 
pressure to cut defence spend¬ 
ing and stimulate the fla g gin g 
US economy, signalled yester¬ 
day that it was willing to rene¬ 
gotiate parts of the five-year 
federal budget deficit reduc¬ 
tion package. 

Mr Richard Damian, Presi¬ 
dent Bush’s budget director, 
said the administration would 
consider opening talks with 
Congress - on condition that 
a new budget deal promoted 
economic growth and diverted 
savings from the defence bud¬ 
get to reduce the federal defi¬ 


cit, expected to be $350bn next 
year. 

Mr Darman’s comments 
mark a shift in administration 
thinking, since many senior 
officials had hoped that the 
five-year $500bn budget pact 
reached with Congress last 
year would r emain intact until 
after the presidential election 
in November 1992. 

However, amid hig h-leve l 
concern about the slow growth 
of the US economy dam a ging 
Mr Bush’s re-election pros¬ 
pects, senior policy-makers 
have been casting around for 
tactics beyond interest rate 


cuts to restore consumer confi¬ 
dence and accelerate growth. 
Some officials favour a capital 
gains tax cut - even though 
this risks a hralsrng fight with 

Congress. 

Mr Bush is due to meet US 
business leaders today to dis¬ 
cuss the economy, and plans to 
hold talks with his top eco¬ 
nomic advisers tomorrow, the 
second meeting of the Eco¬ 
nomic Policy Council in as 
many weeks. 

One of the chief obstacles to 
an “economic growth package” 
is the budget pact, which 
Continued an page 16 
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World Telecommunications: 

Homing in on the global 
market. 

(See separate section) 


■TODAY: 

World Telecommunications: 
Stirrings of competition in an 
entrepreneurial backwater. 

■ TOMORROW: 

Office Systems and 
Technology: Still scope for 
large productivity gain. 

Diesel Technology: 
Ever-tightening standards of 
exhaust emission to be met 

■ WEDNESDAY: 

Austria: Back at the centre of 
European events again. 

■THURSDAY: 

Taiwan: A new realism 
enters relations with China. 



Point made: Hans Dietrich Genscher and Jaques Delors yesterday 


Delors defends blocking of 
de Havilland takeover 


By David Buchan in Utrecht 

THE president of the EC 
Commission, Mr Jacques 
Delors, yesterday reacted furi¬ 
ously to attacks by French pol¬ 
iticians a gains t himself and the 
European Commission for last 
week blocking a Franc o-Italian 
takeover of the Canadian air¬ 
craft company, de Havilland. 

Mr Delors said he regarded 
these attacks - chiefly from 
opposition politicians in 
France, but .also from within 
bis 'own' Socialist party — 
“with contempt”. 

He said the personal offen¬ 
sive against him had been 
mounted because he was run¬ 
ning high in French opinion 
polls, bnt they also revealed 
France's “schizophrenic atti¬ 
tude” towards EC institutions. 

To Mr Delors’ unconcealed 
anger, Mr Roland Dumas, 
France’s foreign minister, com¬ 
plained to his EC counterparts 
at a weekend meeting here yes¬ 
terday that the Commission’s 
decision to block the takeover 


by Aerospatiale of France and 
Alenia of Italy conformed “nei¬ 
ther to the letter nor the 
spirit” of the 1990 regulation 
under which the Commission 
was given the power to vet all 
EC-scale mergers. 

Mr Dumas said EC competi¬ 
tion policy should be “to 
strengthen, not hinder, the 
competitiveness of European 
industry”. . 

His complaint was echoed by 
Mr Gniseppe Vrtalone, Italy’s 
deputy foreign minister, while 
Mr Pierre Beregovoy, the 
Fr ench finance minister , said 
in a radio interview yesterday 
that the Commission was act¬ 
ing outside its jurisdiction and 
needed to be brought into line. 

Aerospatiale officials will 
today meet Commission offi¬ 
cials in an effort to meet Brus¬ 
sels’ objections that, with de 
Havilland, Aerospatiale-Alenia 
would have a near-monopoly of 
the EC market for small, turbo¬ 
prop commuter aircraft. 


Mr Delors said he was ready 
to discuss the problems of the 
EC aerospace sector. But, if 
France wanted to challenge the 
legality of the Commission’s 
action - under a regulation 
which Mr Delors noted was 
passed under France's 1989 EC 
presidency - its only recourse 
was to the European Court of 
Justice. 

Mr Dumas indicated that the 
-state^ontrofied Aerospatiale 
might amend its proposed take¬ 
over of de Havilland, which 
has Canadian government 
backing. But Sir Leon Brittan, 
the EC competition commis¬ 
sioner, who has been accused 
in the French press of favour¬ 
ing British Aerospace’s inter¬ 
ests in the case, proposed 
blocking the merger after 
deciding that de Havilland’s 
product range was so narrow 
that no possible divestiture 
could make the takeover 
acceptable. 

Continued on page 16 
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INTERNATIONAL NEWS 


Leyla Boulton and Chrystia Freeland look at the Soviet proposals to match US plans for reducing nuclear arsenals 


Arms cuts give Gorbachev chance to reassert leadership 


THERE was nothing really unexpected 
about the fact that President Mikhail Gor¬ 
bachev, who professes the goal of a nucle¬ 
ar-free world, has more than matched the 
US administration’s proposals to cut 
nuclear arsenals. But what Is crucial for 
him is how fast he can achieve results. 

He is anxious to seize the initiative 
while he can still play the leading role in 
Soviet nnnlPMr ri poid nn- making , in the face 
of growing ambitions by the republics to 
share the burden. 

“Gorbachev is now in an emergency 
zone and wants to send a signal to the 
republics that he is still in charge of this 
area even though I guess there are lots of 
consultations going on,” says Mr Andrei 
Kortunov of the Institute for USA and 
Canada Studies in Moscow. 

While some of the measures announced 
on Saturday can take effect immediately, 
such as the matching of the US plan to 
eliminate short-range land-based missiles 
and artillery shells, other proposed mea¬ 
sures require negotiations with the US. 

Mr Gorbachev is consulting closely with 
Mr Boris Yeltsin, the Russian president, 
who has apparently been happy to let Mr 
Gorbachev do the talking since he has 
greater authority in such matters. 

But demands by Ukraine and Kazakh¬ 
stan to be consulted show just how seri¬ 
ously these republics take their nuclear 


arsenals as a symbol of political statehood. 
As the three republics which host strate¬ 
gic nuclear weapons, Russia, Kazakhstan, 
and Ukraine are the only ones concerned 
by Mr Gorbachev’s call for additional 50 
per cent cuts in such weapons once the 
first Start treaty is ratified. 

While Kazakhstan has insisted that it 
must have a say in any pressing of the 
nuclear button, the Ukrainian leader. Mr 
Leonid Kravchuk, has said he wants 
nuclear weapons on his territory disman¬ 
tled after international negotiations. 

Mr Dmytro Pavlychko, head of the 
Ukrainian parliament’s foreign affairs 
committee, said yesterday: “I think Gorba¬ 
chev is doing a good thing but I do not 
think that this [nuclear weapons on Ukrai¬ 
nian territory] is within his area of respon¬ 
sibility. Any agreement about nuclear dis¬ 
armament must include the Ukraine.” 

While the Start treaty signed this sum¬ 
mer provided for the dismantling of 130 
ICBMs on Ukrainian soil, 46 more still 
remain, open to the kind of negotiations 
envisaged by Mr Kravchuk. 

As for short-range weapons, which have 
been rendered obsolete in Europe because 
of the collapse of tbe Warsaw Pact, these 
are more difficult for republican authori¬ 
ties to get access to because the nuclear 
charges for them are stored separately 
from the delivery system. 


The second argument for Mr Gorbachev 
to press ahead with sweeping disarma¬ 
ment is tbe need for rapid market reforms. 
This process received a symbolic boost at 
the weekend when the Soviet Union 
achieved associate membership of the 
International Monetary Fund after shun¬ 
ning the organisation for decades. Now 
that the defeat of the coup last August has 
killed off opposition to sweeping cuts in 
armaments and the conversion of the 
mighty defence industry to civilian uses, 
he is anxious to start working on a “peace 
dividend". 

Although nobody says this will yield 
benefits quickly - the money saved on 
researching new weapon systems will help 
finance troop withdrawals rather than 
social services - conversion of defence 
plants is crucial to switching to a market 
economy and bolstering living standards 
in the longer term. 

“For us the problem of disarmament has 
been of colossal significance because 
everybody knows that the best of industry 
was devoted to defence,” Mr Oleg Ozhere- 
liev, the economics adviser to President 
Gorbachev, said yesterday. 

Japan, he said wistfully, had been 
helped in its economic development by the 
fact that its defence spending had been 
limited by the victorious allies after its 
defeat in the Second World War. 
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IMF deal brings top advice on capitalism 


THERE IS no clearer symbol of 
the Soviet Union’s determina¬ 
tion to move towards a market 
economy than its achievement 
of associate membership of the 
International Monetary Fund 
at the weekend. 

The agreement finalised by 
President Mikhail Gorbachev 
and Mr Michel Camdessus, the 
IMF’s managing director, 
means that from today the 
country will have access to 
some of the world’s best advice 
on how capitalism works after 
74 years of communist isola¬ 
tion. 

Under the technical assis¬ 
tance which is the main bene¬ 
fit of thin special association, 
western experts will be pour¬ 
ing into Moscow to help it 
design everything from taxa¬ 
tion policies to a central bank¬ 
ing system, and adjust the way 
it collects statistics to world 
practice. 

Mr Camdessus spoke of a 
"thrilling challenge’*. Setting 
aside the public optimism, 
however, the IMF is desper¬ 
ately aware of the urgent need 
for reform, in order to restore 


some kind of fmnnriai sanity 
to a country which is hurtling 
towards hyper-inflation. 

By Mr Camdessus* own esti¬ 
mate, inflation was 100 per 
cent in the year ending August 
31 and is accelerating all the 
time, as is the growth of 
money supply. The Soviet 
Finance Ministry’s latest esti¬ 
mate puts the budget deficit at 
Rbs3Q0bn (ElOObu) this year - 
consolidating for the first time 
the deficit of the union budget 
and that of the republics. 

The IMF, with 45 years of 
experience, is ideally placed to 
help restructure the Soviet 
economy. But it will obtain the 
right to "dictate” the course of 
reforms and provide financial 
assistance only if the Soviet 
Union or its constituent repub¬ 
lics gain full membership. 

This will only become possi¬ 
ble when what Mr Camdessus 
called the “constitutional” 
shape of the country becomes 
dear. The republics, most of 
which want some kind of polit¬ 
ical Independence, are still 
divided over whether to pro¬ 
ceed together or individually 


on economic reform. To pro¬ 
vide the west with a coherent 
partner, the Kremlin is clearly 
pinning its hopes on the 
speedy signature of a treaty for 


The Kremlin is 
hoping for a 
quick agreement 
on an economic 
community, 
Leyla Boulton 
writes 


an economic community which 
would enable a co-ordinated 
financial policy. 

A Group of Seven meeting 
with Soviet representatives in 
Bangkok at the end of this 
week to discuss aid to the 
Soviet economy provides an 
incentive to conclude that 
agreement this week, although 
it is a mere framework which 
has to be fleshed out 


But even if the republics 
achieve some sort of consensus 
and overcome divisions wi thin 
the Russian government and 
hesitation by the Ukraine, 
there will still be a battle to be 
won with the west 

First, the Soviet Union has 
to provide appropriate statis¬ 
tics on its wealth to become 
eligible for membership. These 
either do not exist or are still 
not forthcoming; the visiting 
IMF delegation was said to be 
struck by the chaos prevailing 
among the Moscow authorities 
from which the Fund will try 
to extract this information. 

Second, the world's richest 
industrial nations are still 
divided over whether to start 
moving immediately towards 
granting tbe Soviet Union full 
membership, as Germany and 
France among others are 
demanding. The US and Japan 
take a more cautious stand, 
even though the US adminis¬ 
tration has softened considera¬ 
bly its opposition to the idea of 
full membership when the for¬ 
mer Soviet Union is ready to 
join. 


Peter Norman adds from Lon¬ 
don: Mr David Mulford, US 
Treasury undersecretary for 
international affairs, disclosed 
that the G7 talks, which will 
take place before the annual 
meetings of the IMF and World 
Bank, will focus on Soviet 
plans for economic reform, the 
current state of the Soviet 
economy and its external pay¬ 
ments position. The G7 would 
be ready to discuss possible 
liquidity problems in connec¬ 
tion with the Soviet Union's 
international payments obliga¬ 
tions. 

The meeting will be separate 
from next Saturday's long- 
planned G7 meeting, which Is 
due to discuss the state of the 
industrialised economies and 
issues such as the interna¬ 
tional debt situation, as well as 
the Soviet Union's growing 
economic crisis. Senior officials 
- the G7 deputies - from the 
US, Japan, Germany, France, 
Italy, Britain and Canada met 
in Paris last week to prepare 
the Bangkok meetings. It is 
still unclear who will make up 
the Soviet delegation. 
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Georgian parliament meets as 
Tbilisi armed clashes continue 


THE parliament in Soviet 
Georgia met in emergency ses¬ 
sion at the weekend after 
renewed armed clashes 
between opposition and loyal¬ 
ist supporters turned the capi¬ 
tal, Tbilisi, into a battlefield, 
Reuter reports from Moscow. 

A spokesman for the parlia¬ 
ment said opposition deputies 
had agreed to tbe session, 
called by President Zviad Gam- 
sakhurdia only hours after 
street battles broke out near 
the parliament building, in 
which one person was killed 
and 81 were Injured. 

Mr Gamsakhurdia, an ardent 
Georgian nationalist elected in 


a landsli de victory in May, and 
who is now denounced by the 
opposition minority as a dicta¬ 
tor, said on TV that all ques¬ 
tions were on the table. “No 
problems exist which cannot 
be resolved by peaceful 
means,” he declared. 

The session, which was 
delayed briefly, opened after 
another night erf clashes pitted 
armed rebels against forces 
loyal to Mr Gamsakhurdia. 
Each side has blamed the other 
for the new upsurge of vio¬ 
lence. 

Two weeks ago the president 
suspended the last parliamen¬ 
tary session, after claiming the 


opposition was about to attack 
the parliament building. Con¬ 
vening a session had been a 
key opposition demand. 

The fighting in Georgia, on 
the Soviet Union’s southern 
fringes, is the most acute prob¬ 
lem facing the 12 remaining 
Soviet republics, which. Presi¬ 
dent Mikhail Gorbachev hopes 
to knit into a Union of Sover¬ 
eign States. 

Opposition forces, which just 
two days ago left their strong¬ 
hold at the city’s TV centre, 
now say they have simply 
regrouped in other parts of the 
capital and have dug in for a 
long battle. 


Baltics call for 
troops to pull out 


France looks for 
further cuts 


By Gillian Tett In Vilnius 


By William Dawkins in Paris 


BALTIC leaders issued a joint statement at the 
weekend demanding the foil and rapid with¬ 
drawal of Soviet troops from the Baltic states. 

Speaking after a meeting of the United Baltic 
Council in Vilnius, the Latvian, Lithuanian and 
Estonian presidents called for Soviet troops to 
leave the cities of Tallinn, Riga and Vilnius by 
December 1. They appealed to western countries 
to accelerate the withdrawal by giving financial 
aid to build new accommodation for troops else¬ 
where in the Soviet Union. 

Marshal Yevgeny Shaposhnikov, Soviet 
defence minister, has Indicated in recent weeks 
that the withdrawal of the estimated 400,000 
Soviet troops in the Baltics could not begin until 
1994, after the pullout from eastern Europe, 
because of acute shortages of housing in the 
Soviet Union for the redeployed troops. 

• Lithuanian President Vytautas Lands bergis 
left for a brief visit to Britain yesterday at toe 
invitation of the Conservative party. He will 
meet Mr John Major, the prime minister, and 
address the Conservative party conference in 
Blackpool. 
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FRANCE'S foreign minister, Mr Roland Dumas, 
said yesterday he hoped the Soviet nuclear pro¬ 
posals, which he welcomed, would open the way 
to go further, especially In the domain of strate¬ 
gic weapons. 

France is continuing talks with the UK, the 
Soviet Union and the US for a conference on 
additional nuclear force reductions. AU fotir , 
powers have agreed on the principle of having a 
conference, after the initiative made by Paris 
last month. But they have not yet agreed at 
what level it should be held, at what date, or 
who is accountable for nuclear weapons policy 
in the Soviet Union. 

France will stick to its position of waiting 
until both the Soviet Union and the US have 
reduced the gap between their own nuclear 
arsenals and the number of French nuclear war- 
heads before considering cuts of its own, said a 
French Foreign Ministry official. 

He estimated that the US and the Soviet 
Union would each have 5,000 nuclear warheads 
after the latest reductions, compared with 
France's 400. 
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►hip EC threatens Croatia ‘officially at war with federal army’ 
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DR 5 r 2 N to desperation by 
amCnmag bloodshed in Yugo¬ 
slavia, the European Commu¬ 
nity yesterday took the inevita¬ 
ble atep of threatening a trade 
embargo and other restrictive 
meaOTres against uncoopera¬ 
tive Yugoslav rep ubl i c s 

The move means, in e ffec t, 
that the EC is prepared to sin¬ 
gle out those parties it holds 
responsible for the war and to 
put them on notice that their 
future relations with the EC 
wm depend on whether they 
commit themselves to peace. 

At a meeting in toe Nether¬ 
lands, EC foreign ministers 
said they were considering the 
possibility of abro gating an 
existing trade and co-operation 
agreement with Yugoslavia 
and renewing it only with 
“those parties which are con¬ 
tributing to the peace process’*. 

The Cooperation and Trade 
Agreement with Yugoslavia 
calls for a six-month waiting 
period before it can be 
rescinded. EC legal experts are 
to examine ways of te rmina l, 
mg ft prematurely. 

At the meeting, the EC 
issued an ultimatum to the 
warring parties, telling them to 
implement by midnight tonig ht 
the ceasefire agreed last Friday 
in The Hague, or suffer the 
consequences. It also said that 
those responsible for the 
escalating violence should be 
held accountable undo: inter¬ 
national law tor their actions. 

The weekend’s violence casts 
a pall over Tuesday's session of 
the Yugoslav peace conference 
in The Hague, where represen¬ 
tatives of the Serb minority in 
Croatia are scheduled to state 
their demands and seek inter¬ 
national safeguards. 

The EC noted all parties in 
the conflict had breached a 


succession of ceasefires, but 
apportioned special blame to 
the Yugoslav national army. 

“Ministers are alarmed in 
particular at reports that the 
Yugoslav National Army, hav¬ 
ing resorted to a disproportion¬ 
ate aTt d induMrimlnnrn use of 
force, has shown itself to be no 
longer a neutral and disci¬ 
plined institution,” the EC said 
in a statement 

Despite the markedly firmer 
language, the EC has few illu¬ 
sions about being able to influ¬ 
ence events decisively. “If 
there is no will to peace in 
Yugoslavia, it cannot be 
imposed from the outside,” 
according to Mr Douglas Hurd, 
British Foreign Secretary. 

The scope for swift, united 
action by the international 
community is limited. For one 
thing, any trade embargo 
would need to be based on a 
resolution to that efiect from 
the United Nations. The EC. 
which accounts for 60 per cent 
of Yugoslav’s foreign trade, 
could hardly act on its own. 

At yesterday’s meeting in 
Utrecht, Mr Hurd again raised 
the idea of imposing an oil 
embargo. This too would 
require international coopera¬ 
tion, particularly from Yugo¬ 
slavia’s neighbours. For exam¬ 
ple, one of the two oil pipelines 
supplying Serbia starts in 
Greece and passes through the 
republic of Macedonia. 

Serbia’s other pipeline has 
already been cut off by the 
republic of Croatia. Oil also 
reaches Yugoslavia by 
Europe’s inland waterways. , 
For an oil embargo to be effec¬ 
tive, Hungary and Czecboslo- j 
vakia would need to ensure 
that barges on the Danube 
River did not carry vital oil 
supplies into Yugoslavia. 


Ukraine apologises 
for its part in Nazi 
massacre of Jews 


By Ctirysfla Free land in Kiev 

THE Ukrainian government 
marked the 50th anniversary at 
the w eekend of the massacre of 
thousands of Jews at u«w Yar 
by publicly apologising to the 
Jewish people. 

Mr Leonid Kravchuk .the 
head of the Ukrainian govern- \ 
ment, a ccepted th at his 
countrymen had turned their 
hacks while Hitler ’s SS units 
massacred thousands of Jews 
outside Kiev half a century 
ago. 

“Part of the blame is on us,” 
Mr Kravchuk said at a memo¬ 
rial service on Saturday which 
was attended by Israeli, Ger¬ 
man and American delega¬ 
tions. 

In an effort to prove that 
minority rights are a priority 
for the emerging. Independent 
Ukraine, he said: “We are 
building statehood for all 
nationalities, living on this 
land,” citing Russians, Jews, 
Belorussians, Poles and others. 
Israelis and Ukrainian Jews 
welcomed the Ukrainian gov¬ 
ernment’s action. 

The Babi Yar massacre, 
winch began on September 29 
1941 on the outskirts of Kiev, 
was one of the first implemen¬ 
tations of the Nazi “final solu¬ 
tion" to the “Jewish problem”. 

A total of 200,000 Jews, 
Ukrainians, Russians, Poles, 
gypsies and political misfits 
were killed. 

In the first days, more than 
30,000 Jews were inarched 
through the town to a ravine 
where they were stripped, mar¬ 
shalled on to a ridge and 
machine-gurmed. The sides of 
the ravine were then blasted to 
bury the piles of bodies of men. 


women children. 

In the past, the Soviet gov¬ 
ernment forbade references to 
the Babi Yar massacre as a 
specifically Jewish tragedy. 
Tire Hebrew and Ukrainian 
language banners which 
t draped Kiev last week sig¬ 
nalled a new political line. 

Many Ukrainian Jews, who 
now number almost 500,000, 
took advantage of the change 
and yesterday waited past the 
official monument - whose 
most prominent figure is a 
communist partisan - to lay 
flowers in honour of buried rel¬ 
atives at a new, specifically 
Jewish sculpture built this 
year. 

The Ukrainian government 
has also made political ges¬ 
tures towards a rapprochement 
with the Jewish community. 

Last week at the United 
Nations in New York Mr Krav¬ 
chuk said Ukrainian delega¬ 
tions at the UN would support 
a US-led move to overturn a 
decision that Zionism equals 
rarfcgm- The Ukraine has also 
indicated that it would like to 
open diplomatic relations with 
IkraeL 

But the commemoration has 
also underscored how separate 
the Ukrainian and Jewish com¬ 
munities still remain. 
Although Jews have lived in 
the Ukraine for nearly a mil¬ 
lennium and the region was 
once the centre of a thriving 
Jewish community, Ukrainians 
and Jews have always lived 
apart 

Though Jews praise the pro- 
minority stance of the Ukrai¬ 
nian nati onal movement, many 
of them still plan to emigrate. 


German phone monopoly 
‘will only last 4-5 years’ 


By David Goocfliart in Bonn 

GERMANY’S public-sector 
monopoly of phone services 
will last only “another four or 
five years” at most a senior 
member of the board of Deut¬ 
sche Telekom, Germany's pub¬ 
licly-owned telephone system, 
has said. 

Mr Gerd Tenzer, one of Tele¬ 
kom’S leading strategists, said 
in Bonn that technological and 
political pressure, the latter 
coming especially from the 
European Commission, meant 
the monopoly would soon be a 
thing of the past 

After the Bundespost liberal¬ 
isation of 1989. most telecom¬ 
munications services were 
opened to competition except 
the basic phone service. Since 
then, two exceptions have been 
made. First, to facilitate east- 
west German business links, 
Telekom has suspended its 
voice monopoly to allow pri¬ 
vate consortia to provide satel¬ 
lite phone links. This exception 
is expensive and lasts only a 
limited time. Partly for those 
reasons, it has attracted only 
15 consortia to date. 

Second, a private-sector digi¬ 


tal mobile phone consortia, 
headed by Mannesmann, is 
hafn g allowed to compe te w ith 
Telekom’s own digital system. 
At the end of last month, Man- 
nesmann won a victory on the 
price it will have to pay Tele¬ 
kom for its use of leased lines 
and the main phone network, 
both vital for its own mobile 
system. 

The Telekom Infrastructure 
Council, made up mainly of 

politicians, agreed to imple¬ 
ment the proposals of Mr 
Christian Schwarz-Schilling, 
post minister, to reduce their 
leased line charges by 54 per 
cent and normal line charges 
by 21 per cent 

Telekom says the decision 
will cost about DM200m 
(£68.7m) a year, money it can¬ 
not afford, given the invest¬ 
ment demands in east Ger¬ 
many and the DMSbnDM&m it 
has to hand over to toe Gov¬ 
ernment each year. Other corn- 

through on Germany’s rela¬ 
tively expensive leased lines. 
See special telecom survey 


By Judy Dempsey in Zagreb 

CROATIA is officially at war 
with the federal army follow¬ 
ing the call by Mr Franjo Tudj- 
man. the president of Croatia, 
for a general mobilisation of 
the population, Mr Branko 
Salaj, Croatia's minister of 
information, said yesterday. 

“We are at war with the fed¬ 
eral army. We cannot go back. 
The army will not honour the 
ceasefire. But we do not want 
this war.” he said, adding that 
despite toe mobilisation, Croa¬ 
tia did not have enough weap¬ 
ons to resist the army. 

General Andrea Raseta, dep¬ 
uty commander of the Fifth 
Military District, which 
Includes Zagreb, capital of 
Croatia, yesterday accused the 
Croatian government of break¬ 
ing the ceasefire accord agreed 
in The Hague last Friday. 

“The Croatian government is 
refusing to lift its blockade 
against our federal army bar¬ 
racks,” be said. 

“It seems that we are expec¬ 
ted to stop the fighting even 
though the blockades are con¬ 
tinuing-” 

In response, Mr Salaj said 
Croatia would not lift the 
blockades until the army 
implemented a ceasefire, con¬ 
firming fears among sections 
of the population that if the 
blockades were completely 
lifted, the army would then 
regroup and launch a fresh 
anggnlt a gainst Croatia. 

“It is like the lion asking you 
to put your head into his 


mouth and hope for the best. A 
tremendous offensive is taking 
place. The army is pushing on 
all fronts," Mr Salaj added- 

Mr Tudjraan, under pressure 
from the far-right of the ruling 
Croatian Democratic Union, 
called for mobilisation after a 
series of bombardments of key 
installations on Saturday. The 
town of Sisak. south of Zagreb, 
which accounts for 20 per cent 
of the republic's industrial out¬ 
put, and where vital oil refiner¬ 
ies are located, was attacked. 

The fertile plains in Slavo¬ 
nia, eastern Croatia, are now 
firmly under the control of 
Serb paramilitary units backed 
by tbe army. The medieval city 
of Dubrovnik is cut off from 
toe rest of Croatia. The mobili¬ 
sation, which will initially 
affect those trained in artillery 
and tank units, but wbicb will 
place the entire economy on a 
war footing, is seen by senior 
Croatian officials as the repub¬ 
lic’s final stand against tbe fed¬ 
eral army. 

Mr Mario Nobilo, an adviser 
to Mr Tudjman, said yesterday: 
“We will now have to pursue a 
military offensive parallel with 
a diplomatic offensive until the 
army implements a ceasefire 
and withdraws from the repub¬ 
lic.” Mr Nobilo said Croatia 
had no choice but to mobilise 
the population. “The army is 
bombing Croatia from Dubrov¬ 
nik in the west, to Vukovar in 
tbe east We did everything to 
establish the ceasefire. It is in 


T 






A Croatian soldier wearing a helmet painted with crosses crouches in a forest outside Zadar, a 
Dalmatian coast city being bombed by Serbian and Yugoslav forces 


our interests for a ceasefire, 
because the army is stronger. 
But the army will not stop the 
fighting." 

He repeated that the federal 
army was rapidly disintegra¬ 
ting. “The army’s morale is 
very low. It has problems with 
calling up reservists, obtaining 
fuel and spare parts.” But 


another Croat official said yes¬ 
terday that the army’s disinte¬ 
gration was not takin g place 
tost enough to give the mili¬ 
tary advantage to the Croats. 

Moreover, if the federal army 
is unravelling at the seams, 
Croat officials said tbe Cro¬ 
atian government will still 
have to contend with an army 


being rapidly transformed Into 
a Serb army, answerable to 
Serbia, and one which will 
have few qualms about pursu¬ 
ing any offensive against Croa¬ 
tia. “General Vejjko Kadijevic 
[the federal defence minister] 
has no control over the army," 
Mr Nobilo declared. “He is hid¬ 
ing behind words...” 


Solchaga 
warns on 
US interest 
rates 

MR CARLOS Solchaga, Spain’s 
flnanep minis ter and chairman 
of the interim committee, the 
IMF’s policy-making body, has 
wanted US interest rates are 
falling “too far too fast”, prod¬ 
ucing “terrible” inflation in 
the next few years, Peter 
Bruce reports from Madrid. 

Mr Solchaga. who takes the 
interim committee chair for 
the first time next Sunday at 
the IMF meeting in Bangkok, 
said: “I am absolutely terrified 
about the evolution of interest 
rates in tbe US.” Real 
short-term interest rates in the 
US were now about 1.5 per 
cent While the fall would be 
“very good for the electoral 
prospects of President 
(George) Bush”, their conse¬ 
quences could be serious. 

Financing toe Soviet Union 
and Central Europe and Gulf 
reconstruction would slow a 
cut in real Interest rates In 
Europe. “I would tend to think 
that within the next few years, 
real interest rates are not 
going to be less than 5 per 
cent here in Europe.” 

If Spain could draw inflation 
down to 4-5 per cent. Spanish 
rates would fall to 9-10 per 
cent. It was already closing 
the real interest rate gap with 
the rest of the EC. 

Monday interview, Section 2 


The best laser printers in the world. 
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You’ll notice that we haven’t added a modest 
“probably”. Because if you want the best in 
laser printers, toe Hewlett-Packard LaserJet is 
undoubtedly it. 

Today, over 3 million HP LaserJet printers 
are sharpening company images around 

the world, producing stunning results time 
after time. 

What keeps these remarkable machines way 
ahead of the competition is clever new ideas. 
Lots of them. Like Resolution Enhancement 
Technology. Developed by Hewlett-Packard, it 
ensures lines so sharp, curves so smooth and 
blacks so black, that documents look as though 
they’ve been typeset 

HP LaserJets also use HP’s PCL5 advanced 
printer language. This latest generation 
language allows new, fast vector graphics and 
a range of scalable fonts that enable you to 
turn even the most mundane document into a 
thing of beauty. 


Not only is the HP LaserJet family a very gifted 
one, it’s a complete one to meet your every 
need The latest addition is the HP LaserJet DIR 
It puts LaserJet print quality where you want it 
- on your desk. Then there’s the industry 
standard HP LaserJet in and its big brother 


... 
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the IDD with its superb paper handling ability. 
Fbr quality allied to the speed modem 
business demands - an outstanding 16 pages a 
minute - HP LaserJet IUSi has no rival 

Any of them will make your work look 
brilliant. 

HP LaserJet printers, the best And with one 
year on-site warranty, there’s no "probably" 
about it 

Call our Customer Information Service on 
(0344) 369222 for more information. 


HEWLETT 
PACKARD 

THE POSSIBILITY MADE REALITY. 
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Canada vows 
to fight US 
timber duty 


By Bernard Simon in Toronto 


CANADA intends to fight a US 
plan to impose a countervail¬ 
ing duty on softwood lumber 
imports by asking for a special 
panel of the General Agree¬ 
ment on Tariffs and Trade to 
be formed immediately. 

Mr Michael Wilson, industry 
minister, said Ottawa would 
also invoke the dispute settle¬ 
ment mech anis m of the US- 
Canada free trade agreement to 
review the results of the lum¬ 
ber investigation which was 
announced by Mr Robert Mos- 
bacher, the US commerce sec¬ 
retary, last Friday. 

The US is requiring US buy¬ 
ers to post a 15 per cent bond 
on imports from some Cana¬ 
dian provinces in retaliation 
against Ottawa’s unilateral 
decision last month to revoke a 
15 per cent export tax. 

The tax was imposed in 1986 
to forestall a US countervailing 
duty which was designed to 
neutralise the low stumpage 
(cutting) fees paid by Canadian 
companies in provincially 
owned forests. 

The Canadians contend that 
present circumstances do not 
justify the tax. British Colum¬ 


bia, where more than 60 per 
cent of Canada’s softwood lum¬ 
ber is produced, has raised its 
stumpage fees to a level where 
companies have no longer paid 
the export tax. In addition, a 
strong Canadian dollar has 
made Canadian products less 
competitive in the US. 

Washington has exempted 
imports from British Columbia 
as well as the Atlantic prov¬ 
inces from the brad require¬ 
ment A lower payment of 6£ 
per cent will apply to imports 
from Quebec, which has 
started to increase stumpage 
charges. 

The action appears designed 
to put pressure on other tim¬ 
ber-producing provinces, nota¬ 
bly Ontario and Alberta, to fol¬ 
low BC’s lead In raising 
stumpage fees. 

Mr Wilson said Canada 
would ask the Gatt panel to 
confirm that the present 
stumpage system does not rep¬ 
resent a subsidy. Canada 
exported C$3.3bn (£l.7bn) 
worth of softwood lumber to 
the US last year, giving it a 26 
per cent share of the market 
there. 


Sweden’s new PM hoists his free market colours 


I T IS not hard to understand why 
Mr Carl Bfldt, Sweden's new 42- 
year-old non-SotiaUst prime min¬ 
ister, is a man. In a hurry. In a coun¬ 
try dominated by social democratic 
values for nearly 60 years, his four- 
party coalition has little time to 
taring about any derisive change of 
direction. 

Mr Bildt has until 1994 to fulfil his 
plan to transform file country Into a 
dynamic free market economy. But as 
he pointed out on Friday in his inau¬ 
gural address to parliament, his polit¬ 
ical and economic p r ogramme Is an 
agenda for the 1990s not just for the 
next three years. 

He hu p sat himiMlf two formidable 
tasks. He must make an early impact 
in signalling to the outside world, as 
well as Sweden Itself, that social 
democratic domination is over. But 
he also needs to prepare for the lon¬ 
ger haul without a stable parliamen¬ 
tary majority. Another mandate in 


1994 is crucial to the Bildt experi¬ 
ment. 

In his unsentimental way, Mr Bildt 
is setting a new tone in Swedish poli¬ 
tics. Gone is the familiar rhetoric 
about solidarity, equality and collec¬ 
tivism in what became known as the 
Social Democratic People's Home. 
Instead, here is a Swedish prime min¬ 
ister eiiHtnring without guilt about 
the profit motive, private enterprise 
tmH com petiti on 

Mr Bildt intends to prepare the 
country over the nest three years for 
membership of the European Commu¬ 
nity by trying to make its economy 
more competitive and productive. In 
this objective he is single-minded. 
But what was impressive about his 
debut on Friday was the way in 
which he was ahle to stitch together 
a programme that embraced the pri¬ 
orities of all the coalition partners, 
and not just his own Moderates, with¬ 
out it seeming Hke a disconnected 


Carl Bildt faces a long 
haul, but he has been 
quick to get off the 
mark, writes Robert 
Taylor in Stockholm 


shopping list 

Environmental issues are a prior¬ 
ity. to the delight of the potentially 
awkward Centre party, whose leader, 
Mr Olof Johansson, takes on the envi¬ 
ronment portfolio. Hie softer-hearted 
Liberals are pleased that their leader, 
Mr Seugt Westerberg, heads the big 
social welfare department, while Mr 
Alf Svensson of the Christian Demo¬ 
crats has been put hi charge of Swe¬ 
den’s aid programme. 

Mr Bildfs skill so for is illustrated 


further by his success in winning the 
bipartisan support of the opposition 
Social Democrats for the EC negotia¬ 
tions, particularly by appointing as 
minister fra Europe Mr Ulf DJnkett- 
splel, a respected diplomat who 
served the outgoing government as a 
negoti a t o r with the EC. 

But file new premier’s self-confi¬ 
dence belies the fragility of Iris par¬ 
liamentary position and the fact that 
time is not on his side. EBs govern¬ 
ment a majority in parliament 
and the four disparate parties in the 
coalition are united mainly by their 
opposition to social democracy. 

Thw is why the prime wrinicter and 
his sailor colleagues are keen to set a 
fast pace in their early days In office. 
They want to show the doubters that 
this is not a minimalist government 
held together by a limited common 
denominator which will provide an 
uneasy Interlude between social dem¬ 
ocratic governments. Mr Bildt played 


a junior role in the foiled nan-Sbcbl- 
1st coalitions between 1976 and I982 
smH he is determined there win be no 
repetition of their lack-lustre defeat¬ 
ism in office. 

The 'good morning’ feeling in Swe¬ 
den of last weekend is unlikely to 
last very long, but there may be a 
B t rnnpT will to SUCOeed among the 
non-Socialist parties than them was 
15 years ago. 

To a large extent, the success or 
failure of Mr Bildfs free market 
experiment will depend on forces out¬ 
side his direct cantroL The interna¬ 
tionalisation of the Swedish, economy 
means that what happens win depend 
on a world economic recovery. Mr 
Bildt could be lucky. The Swedish 
economy is bottoming out aMhnngfr 
unemployment is rising. The econ¬ 
omy looks set to improve slowly navt 
year and more strongly in 1993. By 
then, his government will rally have 
itself to blame If it foils to succeed. 


Belgian rulers split along old linguistic lines 


By Andrew Hill in Brussels 

TREACHERY and 

triumphalism, blackmail and 
arrogance: when Belgian gov¬ 
ernments disintegrate, they do 
so in spectacular style. The col¬ 
lapse on Friday of Belgium’s 
five-day-old, centre-left coali¬ 
tion along the old linguistic 
fault-lines triggered a barrage 
of accusations and counter-ac¬ 
cusations by Flemish and 
French-speaking politicians. 


Perhaps in part to allow tem¬ 
pers to cool, the king was this 
weekend still considering 
whether to ask prime minis ter 
Mr WUfried Martens to form 
another government It would 
be Mr Martens’ 10th adminis¬ 
tration in 12 years, and would 
most likely guide the nation to 
an early general election, with 
a minimal programme of leg¬ 
islation. 


But the acrimony of last 
week's breakdown of consen¬ 
sus between Flemings and 
French-speaking Walloons has 
cast doubt on the third phase 
of Mr Martens’ gradual pro¬ 
gramme of constitutional 
reform, which would devolve 
more power to Flanders and 
Walionia. 

Mr Martens has already lost 

the two-thirds parliamentary 


majority necessary to push 
through such reforms. More 
important, in defence of the 
economic interests of their dif¬ 
ferent regions, Flemish and 
francophone politicians now 
seem to be pushing towards a 
m ore ra dical federalism fra the 
country. 

In rcrand one of file tit-for-tat 
struggle, 10 days ago, Flemish 
ministers wanted, for pacifist 


ONE OF THE GREATEST DISCOVERIES 
EAST MIDLANDS ELECTRICITY 
HAS MADE SINCE THOMAS EDISON. 
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When it came to finding possible new ways to lower 
their mailing costs, the East Midlands Electricity company 
were left a bit in the dark. 

In a flash, they made an important discovery: Mailsort. 

If a company's sending out over 4,000 letters at a time, it 
could save up to 25% of the standard postage rate. 

What we ask you to do is to sort your mail electronically 
by postcode using one of our free computer databases. 

We'll even send one of our experts to help you set it up. 


MAI l SORT 
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For more information on this bright idea, fill in the coupon 
below and send it to Keith Bird, Streamline Marketing, 
freepost, Beaumont House, OXFORD 0X4 5BR, or call 0800 37S 671. 
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reasons, to block aims exports 
to friendly Gulf states, a move 
which would have struck at 
the ailing pnri predominantly 
Walloon arms industry- In 
retaliation, the francophones 
threatened to hold up a lucra¬ 
tive contract for the state tele¬ 
communications group which 
would have benefited Flemish 
suppliers. The cabinet 
thrashed out a compromise - 
French-speaking and Flemish 
ministers would sign arms 
export licences for their own 
companies - but lost one 
Flemish coalition partner. 

In round two, on Friday, the 
French-speakers blocked the 
tBlarhnumiTiiratlnww contract, 
insisting that cabinet approve 
a fast-track law which would 
allow Walionia to collect the 
revenue from radio and televi¬ 
sion licences. The region badly 
peed* the to fawn finan¬ 
cial promises to its teachers. 
But the Flemish, stung by 
what they saw as Walloon 
triumphalism over the arms 
export victory, held out With¬ 
out cabinet approval, the Flem¬ 
ish teleco mmunicatio ns minis¬ 
ter went ahead and signed only 
those telephone contracts 
which would benefit Flemish 
companies. The government 
collapsed. 

The squabbling over con¬ 
tracts conceals a deeper desire, 
at least on the part of the 
Flemish, for even greater 


Dose of 
‘reality’ 
prescribed 
for Brazil 

By Christina Lamb 
In Rio de Janeiro 

BRAZIL'S President Fernando 
Collar today presents to con¬ 
gress the final version of a 
sweeping constitutional 
change which he says is the 
only solution to the country’s 
worsening economic crisis. 

In a broadcast to the nation 
on Saturday night, Mr Collor 
ruled out further economic 
shock plans to bring inflation 
down from a predicted 21 per 
cent a month for October. 
Pointing out that the previous 
five plans had all failed 
(including two of his own), he 
said: “There is no more place 
for economic shocks in Bra¬ 
zil. ... the only shock which 
will resolve things is a shock of 
reality." 

This he said was the reason¬ 
ing behind the amendment, 
which would enable the gov¬ 
ernment to carry out a fiscal 
adjustment to reduce the pub¬ 
lic deficit to zero by 1993 . 

The amendment, which 
Involves eight changes to the 
1988 constitution, is far less 
ambitious than Mr Conor’s 
original version, which called 
for 44 changes. However, the 
main objective of increasing 
federal revenues and cutting 
expenditure remains. 

To raise money the amend¬ 
ment includes a for-reaching 
taut reform, a reduction of 
banking secrecy to facilitate a 
clampdown on evaders, a new 
fuel tax and a cut in the 
amount of money passed on to 
the municipalities. It also 
increases from five to 10 years 
the period of service state 
employees must work to gain 
lifetime job security. 

To make the country more 
attractive to investment the 
am e n d m ent includes a chang n 
in the definition of a “national 
company” to end discrimina¬ 
tion against foreign companies. 
Even more radically. It calls 
for an end to the state monop¬ 
oly on petroleum and telecom¬ 
munications. 

Some version of the amend¬ 
ment is thought necessary if 
Brazil is to obtain a loan from 
the International Monetary 
Fund, which is asking for evi¬ 
dence of fiscal reform. But it 
seems unlikely that Mr Collar 
will o btain the required three- 
fifths majority in two votes in 
congress, where he has only a 
handful of party members 
In the meantime, a further 
economic shock may be 
unavoidable. Last week prices 
rose 17.9 per cent in just six 
&ys - the highest increase 
since Mr Collor took nfiw 19 
months ago. 



Martens: lost majority 

autonomy, for instance over 
social security. Flemish politi¬ 
cians say a national levy of 
social security makes prosper¬ 
ous Flanders pay for the ills of 
the more depressed Walloon 
region. 

This is an awkward momoit 
for a crisis. Belgian troops are 
still in Zaire trying to keep the 
peace, and December's vital 
Maastricht summit of EC lead¬ 
ers is approaching fast There 
is a risk that Mr Martens, the 
Community’s longest-serving 
prime minister, might not be 
there. Rapid dissolution of the 
Belgian parliament could mean 
general elections as early as 
November 17. On last week's 
evidence, the campaign could 
be fierce. 


Hamburg 
forecast to 
stay top o 
EC league 

By Edward Balls 

THE FASTEST growing 
regions in the European 
Community over the next 
five years will be in the 
east and south. Traditional 
regional divides in the UK, 
France and Italy will 
become further 
entrenched. 

These are some of the 
conclusions of a report* 
published today by Cam¬ 
bridge Econometrics, the 
UK-based consultancy. 

Hamburg is expected to 
remain the richest city in 
Europe in 1995. Only Brus¬ 
sels will have a higher 
annual average growth 
rate of gross domestic 
product per head between 
1989 and 1995, it says. 

London is seen as slip¬ 
ping from fourth to sev¬ 
enth place in the league 
table of richest European 
cities. Baris should retain 
second place, reflecting the 
growing concentration of 
economic activity there. 

Regional performance 
will be heavily dependent 
on nfltinjwi economic fac¬ 
tors, although their impor¬ 
tance should fall as cross- 
border trade develops. 

The distribution of 
regional growth rates is 
expected to be most even 
in those counties with 
above average growth rate 
of GDP per bead, such as 
Germany and Spain. 

.The eastern regions 
within the old west Ger¬ 
ma ny ar e expected to bene- 
fit from increased trade as 
a result of tha democr atisa - 
tion and restructuring of 
eastern Europe. 

AH regions in Spain are 
expected to have growth 
rates of GDP per head 
above 2.6 per cent a year 
between 1989 and 1995. 
Most will have growt h 
rates above 3.6 per cent. 

France and the UK. by 
contrast, are likely to have 
below average rates. 
Annual growth rates are 
expected to remain below 
2.5 per cent in all UK 
regions except Greater 
London. 

The fastest growing 
region in France will be 
the fie de France, which 
includes Paris. . 

m &tnpeon Regional Pros- 
Pfctt ” is available from 
Cambridge Econometrics, 
f 1 St Andrew's Street. Cam 
bridge CBS UK Price 
ECUZOOO (£1,400)-. 
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Advertising is not the same as the 
product it sells. 

It may seem obvious, but opponents 
of smoking often miss the point. 

Brussels doesn't approve of smoking, 
so it’s trying to ban advertising 
of tobacco. 

The silliness of this position (as well 
as it's unfairness and its essential 

TOBACCO ADVISORY COUNCIL, GLEN 


undemocratic nature) was highlighted 
in July's Canadian court judgement. 

The court found no proven 
connection between tobacco advertising 
and overall tobacco consumption. And 
no proof that banning advertising 
reduces consumption. 

In fact, the court struck down 
Canada's tobacco advertising ban as 

HOUSE, STAG PLACE, LONDON SW1E SAG. TELEPHONE: 071-828 2041 


“a form of censorship and social 
engineering which is incompatible 
with the very essence of a free and 
democratic society 

In Canada, the word u dog” doesn't 
bite. In Brussels they think it does. 


TOBACCO ADVISORY COUNCIL 

Hear the other side 

FACSIMILE: 071-630 9638. 
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Baghdad ‘may still be 
developing N-weapons’ 


Japanese factions jostle for poll position 

The intra-party race to pick Kaifii’s replacement has begun, writes Stefan Wagstyl 


By Our Middle East Staff 

IRAQ may be continuing work 
on a nuclear weapons pro¬ 
gramme, even as United 
Nations teams probe the coun¬ 
try’s suspected nuclear facili¬ 
ties, a senior UN investigator 
said yesterday. 

Mr Rolf Ekeus, bead of the 
UN special commission on 
Iraq's weapons of mass 
destruction, left Baghdad yes¬ 
terday after two days of talks 
and said Iraq had a 
“full-fledged [arms] pro¬ 
gramme'’, of which parts “are 
still going on”. 

“As a result of our inspec¬ 
tions in the nuclear area we 
are convinced that Iraq has 


had and also, we believe, may 
continue to have a nuclear 
weapons development pro¬ 
gramme,” he said. 

A group of 50 UN chemical 
weapons Investigators - the 
biggest single UN team in Iraq 
since the Gulf war ceasefire - 
arrived yesterday for a 30-day 
visit. Joining a group of UN 
haHiatins investigators already 
In the country. 

Mr Marius Van Zelxn, head of 
the latest inspection team, said 
It was seeking to identify the 
kind of chemical armaments 
Iraq had or was developing 
before considering their 
destruction. His team will take 


French minister pledges 
improved ties with Iran 


FRANCE, whose relations with 
Tehran have been clouded by 
the murder of Mr Shapour 
Bakhtlar, the former Iranian 
prime minister, in Paris, said 
yesterday it wanted better ties 
between the two countries, Ira¬ 
nian radio reported, Reuter 
reports from Nicosia. 

It quoted Mr Alain Vivien, 
France’s minis ter for foreign 
affairs, as saying; “Hie French 
government believes that rela¬ 
tions between the two coun¬ 
tries have reached a very good 
level and that they must now 
be enhanced at a greater 


The radio, monitored by the 
BBC, said Mr Vivien was 
speaking after meeting Mr All 
Akbar Velayati, Iranian foreign 


minister. There was no men¬ 
tion of the murder being dis¬ 
cussed. 

Mr Bakhtlar, the Shah's last 
prime minister, was stabbed to 
death in August at his heavily- 
guarded home in a Paris 
suburb. 

French justice nffirials nlflhn 
one of three suspects in their 
custody had alleged senior Ira¬ 
nian figures had ordered the 
killing. Iran has denied 
involvement 

Iran’s official news agency 
quoted Mr Vivien as saying 
France was ready to expand 
economic relations with Iran 
and play an active role in the 
implementation of big infra¬ 
structure projects in its five- 
year development plan. 


an Inventory of the Muthana 
facility, where Iraq has stored 
10,000 chemical bombs. 

Earlier, UN inspectors 
pressed Iraq into declaring 10 
more chemical weapons sites 
and discovered three unde¬ 
clared sites, showing Iraq’s 
stock was more than double 
the previously reported size. 

UN ballistics experts said 
they had discovered unde¬ 
clared Scud missile launch 
sites during helicopter surveil¬ 
lance. The team had destroyed 
62 Scud missiles and was “well 
on its way to destroying 40 to 
50 missile sites”, according to 
Mr Douglas Egiund, its head. 

Babangida 
reassures on 
elections 

PRESIDENT Ibrahim Baban¬ 
gida has reassured Nigerians* 
worried his administration 
might delay plans to transfer 
power to a civilian govern¬ 
ment, that he Intends to keep 
to next year’s handover date, 
state radio said, Reuter reports 
from Lagos. 

General Babangida - who 
seized power in a 1985 coup - 
is carrying out a phased, tran¬ 
sition to civilian rule by Octo¬ 
ber 1992. 

But there has been growing 
concern that the military 
might delay the plan after 
reports of political unrest and 
crises in the two parties that 
it created to contest the elec¬ 
tions. 


J APAN'S ruling Liberal 
Democratic party has been 
thrown into a frenzy by. 
prime minister Toshlki Haifa's. 
surprise decision last week not 
to seek re-election when his 
term expires this month. 

Party leaders launched into 
a breathless round of public 
speeches and press conferences 
at the weekend. But the real 
work of choosing a new party 
president and prime minister 
was being conducted in private 
in the confines of party bosses’ 
homes and offices. 

Despite much talk about tak¬ 
ing into account the wishes of 
the people and pledges to make 
politics mare transparent fol¬ 
lowing the Recruit bribery 
scandal two years ago, Japan’s 
next prime minister will be 
selected in the same way as 
most of his predecessors - by 
the word of the LDP's barons. 

Certainly, the party plans to 
hold an election tor the party 
presidency - on October 27. 
All 394 LDP Diet members will 
be entitled to vote, along with 
an electoral college of 101 dele¬ 
gates chosen by the LDP rank- 
and-file. But the voting will be 
determined almost entirely by 
the will of the chiefs of the 
intra-party factions. 

The early favourite is Mr Kii- 
chi Miyazawa, a faction leader 
and former finance minister. 
But his success is far from cer¬ 
tain: a week ago It was Mr 
Kaifu who was in the lead. 

Party bosses proved their 
power in last week’s humilia¬ 
tion of Mr Kaifu. He was 
installed in office at the height 
of the Recruit scandal by the 
party's largest faction - 
headed by Mr Noboru Takesh¬ 
ita, the former prime minister, 
and Mr S hin Kanemaru, a for¬ 
mer deputy premier. 




Noboru Takeshita (left) and Shin Kanemaru: head largest LDP faction 


The prime minister was 
charged with restoring the 
LDP’s reputation and, to a 
large extent, he succeeded, 
helping to raise the party's 
standing in the opinion polls 
from record lows of less than 
20 per cent to record highs 
exceeding 60 per cent 

But this popular support 
counted for nothing last week 
when Mr Kaifu challenged Mr 
Takeshita and Mr Kanemaru 
over political reform. He 
wanted to secure the party’s 
co mmi tment to reform; they 
refused to give it, dumped him 
and started looking for a tew 
candidate prime minister. 

So far three former ministers 
have declared themselves in 
the race - Mr Miyazawa, Mr 
Mich in Wa tanab e and Mr Hiro¬ 
shi Mitsuzuka. AH are faction 
leaders, but none of the fac¬ 
tions is large enough to secure 
victory on Its own. The key lies 
with Mr Takeshita and Mr 
Kanemaru, who have the most 
power with 106 faction mem¬ 


bers, against Mr Mitsuzuka’s 
89, Mr fflyazawa’s 82 and Mr 
Watanabe’s 70. 

The Takes hi ta/Kanemaru 
faction is natixrally considering 
nominat ing its own candidate. 
The two men were last night 
trying to persuade Mr Ichiro 
Ozawa, a former LDP sec¬ 
retary-general and one of the 
faction’s rising stars, to stand. 

But Mr Ozawa, 49, was taken 
to hospital with heart trouble 
earlier this year. He believes 
be can afford to wait for his 
health to Improve before 
becoming prime minister. 

Mr Ozawa’s great rival in the 
faction is Mr Ryutaro Hashi- 
moto, the finance minister, 
who makes no secret of his 
prime ministerial ambitions. 
But he cannot stand as he is 
resigning from his current post 
to take responsibility for 
recent financia l scandals. 

The faction has other poten¬ 
tial candidates, but promoting 
them above the heads of Mr 
Ozawa and Mr Hashimoto 


might cause dissent 

In extremis, Mr Takeshita 
might put hims elf forward. 
However, his reputation was 
hurt by bis involvement in the 
Recruit affair and by his sup¬ 
port two years ago for a con¬ 
sumption tax bill, the most 
hated piece of government leg¬ 
islation for many years. During 
Mr Kalfu’s term, Mr Takeshita 
lias learnt to love ruling from 
behind the scenes. 

So if Messrs Takeshita and 
Kanemaru do not put up their 
own candidate, whom will they 
support? 

The logical choice might 
seem to be Mr Mitsuzuka; as 
his is the second largest fac¬ 
tion, the new government 
would have solid support Mr 
Mitsuzuka, 64, has served as 
minister for international trade 
and industry and has a reputa¬ 
tion for sound judgment prom¬ 
ising foreign trade negotiators 
only what he could deliver. 

But he is weaker than he 
seems — he inherited his fac¬ 


tion only this summer an, the 
death of Mr Shintaro Abet the 
former foreign minister, , and 
has Yet to stamp his authority 
on dissidents in his ranks. 

That leaves Mr Miyazawa 
a n d Mr Watanabe. Of the two, 
Mr Miyazawa, 72,-' is. better 
placed as his faction is lazger 
and he is older than his rivals. 
Respect for age counts in 
Japan, even in the cynical 
recesses of the LDP. 

Mr Miyazawa. a graduate of 
the Site Tokyo University and 
a former finance Ministry offi¬ 
cial, is a fluent English-speaker 
and an acknowledged expert 
on international affairs. But 
some MPs see him as an intel¬ 
lectual snob. 

Mr Watanabe, 68, is the 
opposite: before going into poli¬ 
tics he worked as a street 
trader. Commenting on politi¬ 
cal ethics, he once said that If 
people wanted dean politicians 
they should vote for Buddhist 
monks. 

As agriculture minister he 
loudly defended the privileges 
of Japanese farmers against 
trade liberalisers. Although 
prone to gaffes - he made the 
mistake of saying that blacks 
in the US polluted white neigh¬ 
bourhoods - he has kept his 
tongue in check recently and 
has worked to build contacts in 
east Asia. 

Mr Miyazawa and Mr. Wata¬ 
nabe were both imptiratpd in 
the Recruit affair but both 
argue they have been purged 
since they held their seats in a 
general election last year. 

All three declared candidates 
visited Mr Kanemaru on Satur¬ 
day to ask for the support of 
his and Mr Takeshita’s faction. 
They will visit him many times 
more before this race is over. 
See editorial comment 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


Yearly figures are shown tn Index form with the common base year of 1885. The real exchange rate fa an Index throughout; other quarterly and monthly figures show the percentage change over the corresponding period In the previous year and are positive unless otherwise stated. 
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Statistics for Germany apply only to western Germany. Data supplied by Dataatream and from national government and IMF sources. Consumer prices: not seasonally adjusted. Producer price*: not seasonally adjusted. US - finished goods. Japan - manufactured goods Germany - 

floods, Italy- total producer price*. UK - manufactured products. Earnings kxtex: not seasonally adjusted, refers to earnings In manufacturing except France and ttaiy (wage rates In Industry}. Hourly except Japan (monthly) and UK (weekly). Unit labour coals: seasonally adjusted, measured 
and manufacturing, other countries - manufacturing Industry. Rest em d irni ga veto: N4F rest effective exchange rata based on relative unit labour caste (non-normaltaed). A tall In the index Indicates improved International competitiveness. 
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Are European stock markets converging ? 
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European integration and the risks of Emu 
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THE AMBITION of politicians can 
sometimes run ahead of economic reali¬ 
ties. This may be true of the push to 
establish a single currency for Europe. 

Convergence of inflationary expecta¬ 
tions is a necessary condition for Euro¬ 
pean monetary union (Emu) to work suc¬ 
cessfully - but it is not a sufficient 
condition. Irrevocably fixing the 
exchange rates of the potential member 
countries could be destabilising for the 
European economy unless the individual 
national economies are sufficiently well 
integrated. 

A single currency means that individ¬ 
ual countries can no longer use changes 
in exchange rates as a tool of economic 
policy. This loss of autonomy may be no 
bad thing when it prevents governments 
from devaluing to boost output today at 
the expense of higher inflation later. 

Yet fixing exchange rates brings costs 
too. It also means that governments can 
no longer use exchange rates to offset 
Hie effects of surprise economic events 
which affect economies differently. 
Events such as sharp rises or fails in oil 
prices or one-offs like German unification 


can quickly push relative prices between 
countries out of line. Unless relative 
wages and prices are flexible and adjust 
quickly, the result will be lost output and 
higher European unemployment 

The potential costs of Emu therefore 
depend on the extent to which the indi¬ 
vidual European economies behave as 
one economy: the extent to which they 
suffer from different shocks: and the 
speed with which relative prices adjust. 
Many economists argue that the Euro¬ 
pean exchange rate mechanism and the 
prospect of the 1992 single market have 
already increased the degree of integra¬ 
tion between EC member countries. 

At first sight the evidence suggests 
they may be right The scale and timing 
of economic shocks can be measured 
using stock price movements. If two 
economies are affected in the same way 
by the same economic shocks then share 
prices in the two countries should move 
together. The average correlation 
between changes in the stock price indi¬ 
ces of the main European economies has 
been rising throughout the 1960s. 

First impressions can be misleading. 


Mr Sushi) Wadhwani of Goldman Sacha 
has studied this increase In European 
stock market correlations. He finds that 
stock market correlations between the 
US and Europe have risen by as much as 
those between European markets since 
1985. A closer analysis shows a rise in 
intra-European correlations has occurred 
largely because the individual European 
markets move more closely with the US. 
The ERM and the 1992 programme have 
had only a modest effect 

Furthermore, the main determinants of 
movements in individual company equity 
are national rather than European In ori¬ 
gin. The more integrated the European 
economies become, the less national 
influences should matter relative to fac¬ 
tors which affect all European companies 
in the same industry. 

Yet individual stock prices remain con¬ 
siderably more responsive to the perfor¬ 
mance of national share prices than to 
European sector share prices, as the 
chart shows. Only in the UK do the 
national and European influences appear 
roughly equal. 

Mr Wadhwani also finds that the rela¬ 


tive returns of industrial sectors com¬ 
pared to the national average are poorly 
correlated across countries. The UK and 
German electronics sectors do not 
appear to outperform or underperform 
their national markets at the same time. 

The evidence suggests that the main 
European economies are far from being 
fully integrated. Mr Wadhwani draws two 
conclusions: that the lack of European 
stock market integration still makes H 
profitable for investors to spread their 
risks by diversifying their portfolios 
across countries; and that investment 
companies should continue to employ 
individual country analysts. 

The analysis also suggests that Emu 
remains a risky venture. The European 
economy is not highly integrated and 
country-specific economic shocks do 
occur. With exchange rates fixed, relative 
prices can only be realigned through 
changes in relative wages and prices. As 
labour mobility within the community is 
low, these adjustments could prove to be 
long and painful. 

Edward Balls 


Test your financial French 


TICK YOUR ANSWERS BELOW 


• Where in Europe ate more assets managed by investment funds than anywhere else ? 

□ London □ Frankfurt □ Amsterdam □ Paris 

• Which European market lists more EC companies than any other ? 

□ London Q Frankfurt □ Amsterdam □ Paris 

• Where in Europe are trade volumes in index options highest ? 

□ London Q Frankfurt Q Amsterdam □ Paris 

You answered London, Amsterdam or Frankfurt ? Nobody's perfect But in business, if s first come, 
first served-so don't be the last to get the right answers. 

To find out more about the Paris Bourse, don't miss our presentations in Edinburgh on October 23 and 
in London on October 24. 

For more information or to register now, please send your business card to Diane Aedv at Dewe Rogerson, 
3 tyS London Wall Buildings, London Wall, London EC2M 5SY or contact her directly on (071) 638 9o 71 


EDINBURGH 23 OCTOBER / LONDON 24 OCTOBER 1991 

'Paris, an International Financial Centre" 


Morning session: Main presentation 

• "An update on ihe French Economy" Alain Gerbaldi: Special adviser, Fimagest 

•The Paris Bourse" Jean-Franqois Theodore: Chairman and Chief Executive, Soctete des Bourses Fran^aises 
Afternoon session: Workshops (*) 

• Features of the CAC system • MOISTEP: a major European index options market • Listing on the Pari* 

• Insurance companies and foe Paris Bourse • A study of risk premium • Innovative invesfinent opportunities 



SOCIETE DES BOURSES FRANCAISES 
Our Business is the Paris Bourse 
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AFTER 95 YEARS, WE FULLY APPRECIATE THE 
BENEFITS OF MASS PRODUCTION. 

Two hours drive east of San Francisco lies a still, generously repeated throughout an interior where even the automatically re-tunes to the strongest signal for your 

fruitful valley where the world’s finest walnut trees grow in unique rear fold-down picnic tables stand as a tribute to chosen station as the journey progresses. 


their thousands. 


generations of cabinet-makers’ art. 


Complementary to this abundant comfort and 


Of these, a few will be deemed of sufficient quality 


to grace the interior of a marque whose mellovg 


statement of distinction has earned an 


unbroken history of distinguished 


patronage. This exceptional selection, 



Leather too, is lavishly applied. Chosen only from matchless craftsmanship, comes advanced engineering 
the cool, parasite-free pastures of Scan- technology. 


dinavia, to produce the blemish-free 


All the power you are ever likely to need is gene- 


hides of optimum quality required rated by a near silent, 4 litre six cylinder engine, whose 


for the hand-stitched, tailored interiors, sporting heritage is perceived rather than flaunted. 


already past its fruit-bearing life, will now begin the long that in looks, feel and aroma set the bench-mark for quiet 


Progress is delivered through an electronically 


journey from misty grove to discreetly luxurious dashboard. 


extravagance. True to decades of Daimler tradition, the controlled, four-speed automatic gear box, equipped with 


After much painstaking inspection and assessment, cabin comes equipped with a wealth of creature comforts. a convenient choice of ‘sport’ or normal' driving modes 


the walnut arrives at our own atmospherically regulated 


A world of sumptuous luxury within a humidity- that effortlessly changes performance characteristics at the 


stores as cut burr veneers. Here awaits the ultimate test of controlled, air-conditioned environment, where seats of touch of a switch. 


quality, the master craftsman’s eye. Woodgrains are then armchair proportions, (heated in the front), individual 


Of course, anti-lock braking with yaw control 


scrupulously matched for pattern in the numbered sets that 
will give each car its own unique interior ‘signature’. 

Experienced hands mount these on a base of birch- 


reading lamps, rear blinds and electrically powered windows comes as standard. A new low-loss catalytic exhaust system. 


and sun roof impart an additional exclusivity. 


helps protect the environment with little prejudice to 


To this, we add the limitless pleasure of a custom- economy and performance. 


wood, and apply the characteristic highlights of hand-cut designed audio system that includes a cassette player, an 


For 1991, Daimler continues to combine the virtues 


matchwood inlays. Then begins a three week ritual of sand- optional Compact Disc player, as well as an advanced of human endeavour with micro-processor technology, 

ing and polishing where pure elbow grease is still preferred radio, which displays THE 1991 DAIMLER. A respect for tradition with enthusiasm 


to bleach and stains. 


/-N . t _ _- 


station names rather than confusing frequencies, and for the future, creating a marque with true charisma, whose 



AS LONG AS THERE HAVE BEEN MOTOR CARS, THERE HAS BEEN DAIMLER. 
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_ THE ECONOMY UNDER THE TORIES ___ 

The UK recovery: Major’s major Catch 22 


THE GOOD NEWS for Mr 
Major, as be travels to tills 
week's Tory party conference, 
is that the recession is proba¬ 
bly over. The bad news is that 
the economy will not look In 
good shape whenever the elec¬ 
tion is called. 

Whether the state of the 
economy and the level of con¬ 
sumer confidence are what 
determine British election 
results will be tested some 
time in the neat nine months. 
Past evidence suggests they do. 

The problem for the govern¬ 
ment, however, is that there is 
little it nan dO to rhang w thing s 
for the better. 

Mr Major does have the 
power to choose the election 
date. But he has neither the 
means nor the time to restore 
the economy to full health 
before July of next year. 

His decision to delay the 
election until the new year 
may mean that consumers are 
more confident about the 
future when they come to vote. 
But this strategy is also 
fraught with risks and uncer¬ 
tainties. 

Economic recoveries are 
always slow and sluggish in 
their first year. Output starts 
rising when companies stop 


cutting their stocks of finishe d 
goods. But spending and 
investment usually take 
another year to get going. 

Post-recession hangovers 
normally linger for a year or 
more. The recovery is inevita¬ 
bly overshadowed by bad 
news. Unemployment keeps 
rising as companies straggle to 
restore profit margins. Many 
will go bankrupt as banks lose 
patience. 

This recovery will be unusu¬ 
ally sluggish. The hangover 
wiU be particularly severe 
because the party of the late 
1980s was so riotous. The 
heady days of the late 1980s 
have left consumers and com¬ 
panies with crushing levels of 
outstanding debt. 

Meanwhile, membership of 
the European exchange rate 
mechanism will keep interest 
rates high and growth rates 
low. UK interest rates, while 
lower than a year ago, are 
much higher is usual at 
the end of a recession. In real 
terms, adjusted for inflation, 
they are even higher. 

So far consumers and compa¬ 
nies have used this year's 
interest rate cuts to pay off 
debts. Consumer spending is 
closely linked to the state of 


John Major faces his first Conservative party conference as leader 
this week - and the last before the general election. Will his 
decision to postpone the election provide enough time for 
the economy to recover and prove a winning stroke for the 
Tories? Or will it turn out to the biggest mistake of his short 
premiership? FT reporters examine the issues and ask some of 
Britain’s top industrialist what they think. 


the housing market But high 
debts, combined with high 
Interest rates, have left that 
market depressed. 

So the economic picture 
looks bleak. The r ec o very will 
be sluggish while unemploy¬ 
ment and bankruptcies will 
dominate the economic news. 
The second half of next year is 
the earliest date for a new 
take-off in consumer spending' 
or inves tm e nt 

Not surprisingly, consumer 
confidence remains depressed. 
It has started to rise in recent 
weeks, but from very low lev¬ 
els. Consumers remain unwill¬ 
ing to mate new purchases. 

For the government this is 
not good news. Fast evidence 
shows that governments 


more popular when consumers 
are feeling confident (as the 
feel-good factor chart below 
demonstrates), when mortgage 
rates are low and when unem¬ 
ployment is stable. 

Those at this week's confer¬ 
ence who still carry a torch for 
Mrs Margaret Thatcher will 
argue that Mr Major's dither¬ 
ing about the general election 
date stands in marked contrast 
to the confidence with which 
she went to the polls. But Mrs 
Thatcher had the good fortune 
to time both the 1983 and 1987 
elections to coincide with a 
peak in consumer confidence. 

Unemployment was high, 
but rising only slowly in 1983 
and falling In 1987. Today, 
mortgage rates are higher in 


real terms. Unemployment will 
be rising faster than at the 1983 
or 1987 elections. 

The government's problem is 
compounded by the regional 
pattern of recession. Most of 
th e marginal rxm«w vg , HvA jipi^ 
seats winch Labour needs for a 
majority are situated in the 
south aid the midlands. These 
are the regions where the 
recession has hit deepest. 

The recession has hit the 
over-borrowed south harder 
than the north. The fell in out¬ 
put has been most severe in 
the west Midlands. House 
prices are falling across the 
south, but T iring - in the north. 
Unemployment is rising fastest 
in the south ynii Midlands. 

There is little the govern¬ 


ment can do to alter eco¬ 
nomic realities - changes in 
economic policy require years 
rather than months to work. 

The g o vernm ent can attempt 
to alter voters’ perceptions and 
expectations. By dosing off fire 
option of a November election, 
Mr Major has already gambled 
that the economic situation 
will appear brighter by the 
new year. The recovery may be 
more robust by then, but only 
just. Unemployment should be 
growing more slowly, although 
its level will be much higher. 
The housing market may also 
have begun to recover. 

Yet delay brings risks too. 
The longer the recovery contin¬ 
ues at a sluggish pace, the lon¬ 
ger consumers have to realise 


that the economy is not in as 
good shape as the government 
wants them to believe. 

Even if further interest-rate 
cuts would boost consumer 
confidence, the government's 
room to cut rates is very lim¬ 
ited. The pound has remained 
stable within its ERM band. 
Interest rates have been cut by 
45 per cent since then. 

Yet the difference in interest 
rates between the UK and Ger¬ 
many has fallen to 1.25 per 
cent from more than 7 per cent 
on October 5 1990. It is doubt¬ 
ful whether the foreign 
exchange market would toler¬ 
ate UK rates below Germany's. 

Mr Major is unlikely to test 
their patience. The best way to 
knock confidence on the head 
would be to have to raise inter¬ 
est rates again before the elec¬ 
tion because sterling slipped to 
the bottom of its ERM band. 

The risk of upsetting the 
markets will also make pre¬ 
election tax cuts very difficult. 
The rise in spending and fell in 
tax revenues caused by the 
recession already mean a high 
level of public borrowing. 

The government may. in any 
case, be forced to raise interest 
rates from their current levels. 
If Labour climbs in the opinion 


polls, and investors believe 
that Labour would devalue, 
investors may decide to bold 
their money elsewhere. Labour 
are firmly comnrited to main¬ 
taining the parity. But the 
mar kets can be fickle. 

International events could 
w fon undermine this dela ying 
tactic. The Bundesbank may 
raise German interest rates 
P gffin if inflation keeps rising. 
Alternatively, the UK recovery 
could be thrown off coarse if 
ttie current weakness in the US 
economy continues and the 
authorities there allow the dol¬ 
lar to depredate. This would 
both reduce the demand for UK 
exports and make them more 
expensive, stifling any chape? 
of an export-led recovery. 

All in all, the oppo rtu nities 
for preelection fine-tuning are 
very limited - and could do 
more harm than good. Trying 
to set the election date for 
when the economy looks brat 
is equally unpredictable. 

Mr Major’s decision to delay 
the election may turn out to be 
a winning decision. It may 
equally be remembered as the 
biggest mistake of his short 
premiership. 

Edward Balk 


Industrialists give 
a sobering message 


By Charles Leadbeater and Andrew Taylor 


THERE is a light, but It is faint 
and at the remote end of a long 
tunnel 

As the Tory faithful gather 
for their last conference before 
the general election, eager for 
news that things are looking 
up, industrialists have a sober¬ 
ing message for them about 
the state of the economy. 

Industry has reached the 
bottom of a recession which 
has done much damage to the 
Tories' electoral standing. But 
it will take some time before 
the recovery is strong enough 
to inspire any optimism. 

Business leaden from a wide 
range of industries - from 
re tailing to construction, com¬ 
puters and cars - say condi¬ 
tions remain tough. Further 
cuts in interest rates will be 
required to secure the recov¬ 
ery, they say. 

Lord Sterling, chairman of 
Peninsular and Oriental Steam 
Navigation (P&O), with its 
shipping, housing and property 
interests, says the country is 
emerging hum the recession 
much more slowly than some 
people assert. 

Mr Alan Sugar, chairman of 
Amstrad, the computer group, 
warns that it will be difficult 
for companies in his sector to 
make profits this year. It Is an 
unsavoury thought, but a most 
realistic assessment of the situ¬ 
ation," he said. 

Mr Tony Cleaver, chairman 
and chief executive of IBM 
(UK), the computer group, says 
there is little sign of an upturn 
In investment by companies in 
information technology. Mr 
Cleaver commented: “There 
are now a few signs of opti¬ 
mism returning, I think it 
unlikely that people will 
increase their capital budgets 
this year, and would not there¬ 
fore expect to see any real 
upturn for some time." 

Mr John Gardner, managing 
director of International 
Computers (ICL), the UK-based 
computer manufacturer owned 
by Fujitsu of Japan, said the 
recession was not over, but 
business was starting to plan 
for an upturn tt expects next 
year. 

“We will not see the business 
benefits this year, but compa¬ 
nies are talking to us again 
and building data-processing 
expenditure into their plans for 
next year,” he said. “This is 
especially true of retailers, who 
are a good barometer of the 
economy." 

Cuts in interest rates have 
helped the building industry, 
but only recently. According to 
Sir Clifford Chetwood. chair¬ 
man of Wimpey, the only good 
rign of late has been a pick-up 
in hearing sates over the past 
three weeks. 


However, the gloom will take 
a long time to mt Sr Clifford 
warned: “The construction 
recession has not yet ended. It 
will alone account for a 1 per 
cent drop in GDP this year and 
again nwt year." 

He added: “The scene Is set 
for general economic recovery, 
but this depends entirely an a 
recovery of confidence among 
consumers. This seems likely 
to come only slowly and tenta¬ 
tively with farther growth fa 
unemployment and election 
uncertainty stDl ahead." 

Mr Rocco Forte, chief execu¬ 
tive of Forte, Britain’s largest 
hotelier, which last week 
reported a 63 per cent fall fa 
pre-tax profits, says business is 
still “quite difficult” several 
months after the Gulf war, 
which brought international 
travel to a virtual halt 



Alan Sugar: sector profits 
hard to come by this year 

The motor industry, which is 
resigned to this year’s car mar¬ 
ket being 20 per cent down on 
last year, is starting to send 
marginally more optimistic sig¬ 
nals. But Mr Geoffrey Whalen, 
deputy chairman find manag¬ 
ing director of Peugeot Talbot, 
the carmaker, said: “We don’t 
really see any signs of upturn. 
We believe that, towards the 
end of the year, there may be 
some improvement." 

The industry was up fa aims 
over tax changes fa the last 
Budget which manufacturers 
said would push it farther into 
recession. Now, says Mr 
Whalen, it has a simple mes¬ 
sage for the government. 

“We must have car tax 
removed at the earliest possi¬ 
ble opportunity if sates are to 
be brought back to a level for 
adequate profit fa the home 
market," be argues. 

Mr Michael Pickard, chief 
executive of Sears, one of the 
UK’s largest retailers, with 
more than 3,000 shops, says 
that the early months of next 


year may begin to look quite 
good because retailers wffl be 
comparing their performance 
fa 1992 with the early months 
of this year, when tourism and 
consumer sectors were 
depressed by the Gulf war. 

So although few retailers 
have yet detected any signs of 
an improvement, Mr Pickard 
says: “Things will begin to 
look good and will start to 
angle up very sharply." 

Industry is still looking to 
tiie government to foster the 
incipient recovery with further 
cuts in interest rates, but also 
to provide greater stability for 
badness planning. 

Sir Eric Parker, chief execu¬ 
tive of Trafalgar House, said he 
would have liked an early elec¬ 
tion and a Conservative vic¬ 
tory. He said uncertainty 
caused by delaying the election 
made it very difficult for com¬ 
panies to plan investment, and 
this was inhibiting economic 
recovery. 

In addition to specific tax 
measures and cuts fa interest 
rates, Industrialists are also 
looking for the government to 
establish a closer relationship 
with industry fa the wake of 
the recession. 

There Is surprisingly little 
nostalgia for Mrs Thatcher and 
a great deal of support for Mr 
Major. Yet his selection as 
prime minister hw not allayed 
concerns - fuelled by the 
recession - that the govern¬ 
ment still takes industry for 
granted. Sir Eric said contacts 
between industry and the gov¬ 
ernment could be improved 
considerably. Despite the lead¬ 
ership change, there was still a 
feeling that business was not 
being listened to seriously 
enough. 

Mr Ken Coates, executive 
chairman of Meggitt, the spe¬ 
cialist engineering group, 
called for the replacement of 
Mr Peter Iiltey as trade and 
industry secretary. He said: 
"The government should stop 
treating the DTI as a Cinder¬ 
ella department and put fa a 
secretary of state of sufficient 
standing or character to do 
something about industry." 

Mr Coates concluded on a 
note which might win the 
agreement of many fellow- 
industrialists. “The problems 
erf industry will not disappear 
even with another 1V4 per cent 
cut fa interest rates," he said. 

There is a lot of good will 
towards Mr Major, but he still 
has some work to do to repair 
the Tories’ bridges with indus¬ 
tries that have been so bat¬ 
tered by tiie recession. 

Additional reporting by Alan 
Cane, John Griffiths, John 
Thornhill and Richard Tom¬ 
kins 


^ :;v y. ^ 

: 1 ";- r : ■ ✓ ■ ss' loo 



Struggle 
facing 
worried 
blue line 




Sift®* 


; ' j •• ■ # . r .* ». V -.•'•-.X--- Not only that He claimed 

M7.9j ■ • ' 4 -. ' |+9aa the longer-term future 1st 

I |: i >*$£■' .'460.8' ‘ ! I I ' • i! + 6£2' for people fa tins constiti 


•tf.s . I 

_ v, I II ,1 



■'4X55 


index (til, t985»ldty 


-<W& 

_ 

V-6-0 


THE F^EUK»)D FACTOR 







-028 


-3 JZ 



Uoempfo/merit rate, 
tosoiute change. \ 

May’W.-AuD'SI 

-Vacancy rate ■ < ■ 
«woMa change. 

May VO-Aug-91 

House prices • 
change. 

GOP; 

... . ttetangs. 

**\£&&°v** • 

Business.fafluras 
%<twngejan-Sep 1901 . \ 

on Jan-r 
SMtar 


Magic wand needed from the wooden-spoon brigade 

Major will want economists to be quick to spot an upturn, but on past performance they won’t. Rachel Johnson reports 


T HE government not 
only needs a recovery to 
win the election. It is 
also dangerously dependent on 
tbe economics profession. 

On past record, economists 
will probably fail to spot a 
recovery for months - and 
could thus fail to give the gov¬ 
ernment the electoral boost a 
publicly hailed pre-election 
upturn would bring. 

Tory politicians have taken 
most blame for the way that 

Britain plunged unexpectedly 

into recession in the third 
quarter of last year. 

So has the Treasury, which 
is responsible for producing 
benchmark forecasts for the 
economy twice a year. But, 
according to Mr Bill Abbotts, 
managing director of a Cam¬ 
bridge-based machine tools 
company, economists are the 


villains of the piece - “a terri¬ 
ble clique who don't want to 
fall out with each other and 
never walk shop floors." 

Mr John Shepperd, UK econ¬ 
omist at Warburg Securities, 

In November, tiie 
consensus of 30 
forecasts was for a 
rise of 0.4 per cent 
in gross domestic 
product tikis year 

gives reasons for his col¬ 
leagues’ “dire” forecasting per¬ 
formance. "We’re not good at 
spotting turning-points," he 
explains. 

As the economy nears 
another turning-point, it is 


more important than ever to 
the Tories that the economists 
get ft right But their chances 
are not high. Tbe factors which 
pushed the UK into recession 
- weak confidence among 
businesses and consumers, 
changes fa the stock cycle, tbe 
Gulf hostilities - are hard to 
predict and will also be push¬ 
ing the main levers for recov¬ 
ery. 

Very few econo mi sts foresaw 
that tiie UK would move into 
recession. In November, just 
after the Autumn Statement, 
tbe consensus of 30 con-Ctty 
and City forecasts was for a 
rise of 0.4 per cent fa gross 
domestic product this year. It 
appears that GDP will. Instead, 
fan by more than 2 per cent 

Several institutions were on 
the ri ght track. Golden gongs 
go to Smith New Court, Robert 


Fleming, the Confederation of 
British Industry and Mr Tim 
Congdon, of Lombard Street 
Research, for presdently down- 
beat GDP forecasts in Novem¬ 
ber. 

Last year, the CBI was casti¬ 
gated for being over-gloomy 
about falling investment, out¬ 
put and the severity of the 
recession. Now, it is a relative 
economic optimist, in company 
■with the Institute of Directors, 
Bank of England and, most 
recently, tiie International 
Monetary Fund . 

Mr NeQ Williams, economist 
at tbe CBI, says “Certainly the 
mood fa the past month has 
changed slightly. We're now 
expecting sectors close to the 
housing market to pick up. 
Clothing, food and chemists 
are looking brighter." 

Wooden spoons for being 


slow to spot the recession go to 
Williams de Brfle. Nomura 
Securities, Panmure Gordon, 
UBS Phillips and Drew and the 
London Business School, all of 
which thought that the UK 
would enjoy some form of rude 
economic health. - between L2 
per cent and 22 per cent - in 
199L 

Such a performance analysis 
conceals one dominant trait 
Forecasters are much influ¬ 
enced by each other, move in a 
pack and rerise all their num¬ 
bers into consistency with offi¬ 
cial Treasury forecasts. 

Not until after the Budget 
did the consensus forecast 
imply that growth would drop 
by 2 per cent this year, before 
it, three of the above wooden- 
spoon winners were sticking 
by their forecasts of positive 
growth for 1991. 


Treasury economists are 
among tbe few to emerge with 
credit out of the recession. Its 
Budget was brave for produc¬ 
ing forecasts which were 
among the first to make it 

Whole-economy 
output has started 
to rise, reflecting 
the start-up 
of North Sea 
oflprodnetion 

clear bow deep the government 
expected the recession to be. 

And Mr Gavyn Davies of 
Goldman Sadis is trying to be 
among the first economists to 
win credit for calling an offi¬ 
cial end to the recession. He 


says that the consensus has 
“consistently trailed reality by 
some 12 months”. 

First, economists were slow 
to pick up the move into reces¬ 
sion. Now they are being slow 
to notice that the economy 
reached its trough fa the fast 
half of this year. 

Mr Davies says: “The decline 

m output was almost entirely a 
phenomenon of last year, with 
non-oil activity having moved 
essentially sideways since the 
beginning of 1991.- Whole- 
economy output has started to 
rise, reflecting the start-up of 
North Sea off production after 
a long period of interruptions 
as companies carried out for 
statutory safety work. 

Even more than a revival fa 
consumer spending, the gov¬ 
ernment needs predictions 
such as that from Mr Davies. 


By Paul Cheeserfght, 
Midlands Correspondent 

MR HENRY LOMAS made his 
son redundant three weeks 
ago. That, he asserted. Is a 
measure of how "terrible”, 
“absolutely shocking" and 
“critical” business conditions 
are for Yardley Tools, where he 
is a director. Tve voted Con¬ 
servative all my life. But Ill 
take a lot of convincing to vote 
Tory next time, though I'm not 
saying Neil Krnnock will be 
any better,” he said. 

This disillusionment has 
extra piquancy because the 
Yardley Tods workshop, mak¬ 
ing precision cutting tools for 
the motor, aerospace and agri¬ 
cultural equipment industries, 
is adjacent to the Conserva¬ 
tives' Birmingham Yardley 
constituency office, where the 
economic view looks different 
“We do see the gentle ripples 
of resuscitation," argued Mr. 
David Gilroy Bevan, Birming¬ 
ham Yardley's Conservative = 
MP since 1979, now sitting on. a 
6 per cent majority of 2 ^ 22 . 
Yardley is one of 76 seats held 
by Tories with a majority ; of . 
less than 10 per cent Those are 
the seats that will determine 
the outcome of the general 
election. 

“I think we are through the- 
said. 
claimed that 
the longer-term future is bright 

..constituency 

on the southeast of the city. 

He reasoned that the future 
of Rover, the carmaker, is- - 
assured. He cited the growth of 
service-sector Jobs which, be 
claimed, has given Yardley one 
of the lowest female jobless . 
rates in the West Midlands. 

If Mr Gilroy Bevan could tell 
Mr John Major, the prime min- - 
is ter, wh ai to aay to the Con¬ 
servative party conference this 
week, he would tell him that 
he need not fear for the west 
M idl ands. “He will see the 
resuscitation exemplified hoe 
before most other places." 

That is unlikely to cheer Mr 
Lomas and others like him. - 
Yardley Tools' sales are run- . 
nfag so per cent lower than 
last year, when there were 
seven people at the company 
Now there are only four. 

Yardley suffers when the- 
engineering industry suffers. 
Unemployment had crept tip to.- - - 
10.6 per cent by the nuddfe-af ' 
the year - above the natbmai 
average, bat lower than .the ' • 
worst-hit inner Birmingham- 
constituencies where the rite 
was 23.4 per cent 
Mr Gilroy Bevan Is under 
pressure, with an election on 
the horizon, a slender majo ri ty 
and the Liberal Democrats 
cock-a-hoop after the local-gov¬ 
ernment elections. But he 
remains optimistic. “There Is a 
feeling here that things are- 
getting better," he saii 
B Is not a view u ni v e rsally . 
held. Ms Estelle Morris, the .. . 
Labour candidate, argued that 
among Yardley residents there 
SJLW 8 ** 1** control 
about their destiny".. 

_ If Mr John Hemming, the 
Liberal Democrat candidate, is : 

the job situation wm : : 
dhteriorate even'If the races- " ' 
aon is ending. People fa Yar- y 
ffley “have relied on reason- 
ably well paid man ufacturing v.- 
Jobs. These jobs are going.. • 

“ have not-noticed"' y 
of automation tm 
Pattons,* 
former. Rover , 

eesi drink at tiie local tmusn - \. 
Legion. Mr John Rabin, ■ tiie 
secretary, said: “Generally -V 
Hf 1 * people are pretty ,,. : 

” they’ve. been • : 
tSf Worse times than Vv. 
3S*®? Poj.Mr Lomas: V 
tt is getting worse; the ' 
work is not there to do." 
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Ralph Atkins and hro Dawn ay 


SEXTAIN'S opposition Labour 
jarty wiU today step up its 
• femands for further details of 

f andis ctoaed private funding of 
fhe ruling Conservatives with 
fhe publi cation of figures on 
Corporate donations and a new 
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; The aim is to maximise 
embarrassment for the Tories 
in the week of their annual 
conference following recent 
allegations that they have 
'received large cash sums, run¬ 
ning into mil l i ons of pounds. 
- 'from foreign businessmen 
1 According to the Labour fig¬ 
ures. up to £9£m spent by the 
Tories last year cannot be 

■ accounted for after corporate 
; d on a ti ons, const i t u ency assod- 
ation fund-raising and a £4 5m 
deficit is subtracted from total 
1990-91 spending estimated at 
£18m. 

Mr Chris Patten, the Tory 
[ chairman, has refused to con¬ 
firm or deny elain^ of dona¬ 
tions from businessmen such 
as Mr John Latsis, a Greek 
shipping magnate, and Mr Aril 
Nadir, chairman of Polly Peck 
International, the collapsed 
electronics to fruit conglomer¬ 
ate. 

By stepping up its attacks, 
Labour believes it can perma¬ 
nently neutralise Tory criti¬ 
cism of its own funding from 


trades unions — a traditional 
target for the Conservatives In 
the run up to an electron. 

. The study points out that it 
is impossible to find out from 
where the bulk of Tory funds 
come. It claims however, tha t 
Mr John Latsis, the Greek ship¬ 
owner donated £2m and Mr Li 
Ka*Shing. the Hong Kong busi¬ 
nessman. £ 100 , 000 . 

According to a Labour party 
analysis which suggests the 
Tories will have to rely heavily 
on personal donations to fund 
their election campaign, com¬ 
pany donations to the Conser¬ 
vative party fell in real terms 
last year. Political donations to 
all parties increased by less 
than half a per cent in 1990 to 
£3.039m, the survey of 1,000 
company reports shows. 

Conservative party accounts 
for last year showed a deficit of 
£5m. The general election cam¬ 
paign could cost £20m. 

British Airways, which 
donated £40,000 last year, has 
already said It will not donate 
to the Tories In 1991. The 
Labour party says other donors 
are likely to follow BA's land, 
“as a response to the govern¬ 
ment's appaling economic per¬ 
formance anri the consequent 
disastrous situation in which 
many sectors of British busi¬ 
ness find themselves-" 


Council workers vote to 
accept 6.4% pay offer 


By Michael Smith 

BLUE-COLLAR workers in 
local government have voted to 
accept a 6.4 per cent pay offer 
in a move of considerable sym¬ 
bolic value to the Labour 


Local government workers 
woe prominent in a wave of 
strikes over pay in the 1978-9 
winter of discontent which 
helped to bring down the last 
Labour government. 

Pay disputes Involving them 
or any other public-sector 
group would be damag in g to 
Labour in the run-up to the 
next election because of the 
party's links with unions. 

Virtually all large groups of 


public-sector workers have 
now accepted pay deals or are 
heading towards settlements. 

The exception is Inland Rev¬ 
enue staff The Inland Revenue 
Staff Federation is fi ghting for 
an increase in a 6.5 per cent 
offer for their members, 
although industrial action is 
extremely unlikely. 

Although it had always been 
Unlikely that council manual 
workers would have taken 
action over this year’s pay 1 
offer, the local government 
committee of Nape, one of 
three unions involved in the 
negotiations, had advised rejec¬ 
tion. 


Union fights 
attitudes on 
Japanese 
investment 

By Michael Smith 

LEADERS OF the Trades 
Union Congress were accused 
by the AEU engineering union 
yesterday of cowardice and 
ineptitude over their stance on 
Inward investment from 
Japan. 

Mr Gavin Laird, AEU gen¬ 
eral secretary, said the general 
council of the Trades Union 
Congress (TUC) - the umbrella 
body representing most UK 
unions - were guilty of “crass 
stupidity" In supporting criti¬ 
cism of the “alien approach” 
by some Japanese businesses 
towards trade unions. 

His comments in the AEU 
Journal are the latest salvoes 
in a debate which British 
industrialists and some unions 
leaders, including Mr Laird, 
fear will affect Japanese atti¬ 
tudes to setting np manufac¬ 
turing plants in the UK. 

Mr Laird’s attack follows a 
motion at last month’s TUC 
conference on Inward invest¬ 
ment which was controversial 
because it criticised Japanese 
projects over practices includ¬ 
ing beauty contests for union 
representation and no-strike 
clauses in pay deals. 

In supporting the motion 
with reservations, the TUC 
general council said the criti¬ 
cism were not restricted to 
Japanese companies. 

In his editorial, Mr Laird 
criticised the MSF general 
technical union, which pro¬ 
posed the motion. “We have 
come to expect outdated 
dogma from MSF but their 
negative and racist attack 
went too Car.” 

Mr Ken Gill, MSF general 
secretary, said he was sur¬ 
prised at the “hysteria” sur¬ 
rounding the motion. 

“The intention of the motion 
was that there should be a 
higher level of British invest¬ 
ment in British industry and 
an end to dependence on for¬ 
eign capitaL 

“That is not racist; it is 
looking after British interests. 
When foreign companies 
invest in Britain they should 
be prepared to observe the 
practices of the country.” 

Mr Willis was not available 
for comment However, TUC 
officials are known to have 
been angered that AEU objec¬ 
tions were not raised before 
the conference. 


Dover likely to escape P&O takeover bid 


By Richard Tomkins, Transport Correspondent 


The port of Dover, facing 
privatisation under the recent¬ 
ly-passed Ports Act, seems 
likely to escape the bid which 
had been expected to come 
from Peninsular & Oriental 
Steam Navigation Company 
(P&O). 

Mr Graeme Dunlop, manag¬ 
ing director of P&O European 
Ferries, the P&O subsidiary 
which is Dover's main user, 
said: “We have no interest in 
owning the whole of the port of 
Dover. 

“What we are interested In is 
taking a long lease on Dover’s 
Eastern Docks, which is where 
our ships arrive and depart. 
But we are not interested in 
owning any UK ports." 

Mr Dunlop’s remarks come 
at a time when some of 
Britain’s biggest ports are 
about to change hands as a 
result of the government's 
decision to privatise the trust 
ports, of which Dover is one. 

This morning the ports 
industry will learn the identity 
of the four mystery bidders 
who are competing with a 
management-employee consor¬ 
tium to buy the trust port of 
Tees & Hartlepool in north east 
England. 

One of the bidders is almost 
certainly Marine Transport 
Services, owner of Thames port 
of the Thamesport container 
terminal on the Isle of Grain in 
Kent. 

P&O had been widely tipped 
as a potential purchaser of 
trust ports because of Its exten¬ 
sive maritime activities. But 
Mr Dunlop said P&O was inter¬ 
ested only in operating freight 
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A view from the bridge: passengers survey Dover's eastern dock which P&O would like to lease as a ferry hub 


or passenger terminals within 
ports - not in taking on the 
diverse responsibilities of a 
port operator. 

Mr Dunlop’s statement will 
come as a relief to the port of 
Dover. In the past its manage¬ 
ment has expressed grave res¬ 
ervations about entering the 


private sector for fear of preda¬ 
tors such as P&O. 

The reason for P&O’s eager¬ 
ness to control Dover’s Eastern 
Docks is the competitive threat 
of the Channel tunnel, due to 
open to 1993. P&O European 
Ferries wants to be able to look 
after its passengers from the 


moment they arrive to Dover 
instead of having to wait till 
they board its vessels. 

Mr Dunlop natd that while 
the ferries would not be able to 
compete with the tunnel for 
speed, the tunnel would be 
unable to compete with the fer¬ 
ries for comfort and quality of 


service. 

He envisaged that the tunnel 
and ferries would end up shar¬ 
ing the market because any 
attempt by Eurotunnel to drive 
the ferries oat of business to a 
price war would trigger an 
Intervention from the Monopo¬ 
lies Commission. 


Midland Bank turns to new telephone operator 


By Hugo Dixon 

MIDLAND, one of Britain's 
largest clearing banks. Is chan¬ 
nelling a large proportion of its 
international telephone traffic 
through World Communica¬ 
tions, the UK's newest interna¬ 
tional operator, to a move 
which may herald a price war 
in the market for international 
phone calls. 

In a separate move, Interna¬ 
tional Discount Telecommuni¬ 
cations ODT). based to New 
York, is seeking to exploit the 
fact that it is usually much 
cheaper to make international 
calls from the US than to the 
opposite direction. 

IDT plans to launch its 
"reverse charge” service at the 


giant Telecom 91 exhibition in 
Geneva this week. 

The WorldCom and IDT 
moves are evidence that cur¬ 
rent disparity between interna¬ 
tional call charges and costs is 
becoming unsustainable as 
entrepreneurial companies find 
cracks to the monopoly prac¬ 
tices that have hitherto charac¬ 
terised the industry. 

Midland, one of the largest 
users of international commu¬ 
nications in the UK, was previ¬ 
ously using Mercury Commu¬ 
nications. By shifting part of 
its business to WorldCom to 
take advantage of discounts of 
about 20 per cent, it has lent 
credibility to the US-based 


company which is best known 
for running the hot line 
between the White House and 
the Kremlin. 

British Telecom and Mercmy 
cut their i nternational charges 
by about 10 per cent last 
month but Mr Jim Donald, 
Midland’s telephone manager, 
predicted they would have to 
cut them even further. Other¬ 
wise he said: “All the major 
companies will move to the 
likes of WorldCom-" 

WorldCom is a “reseller” - 
a new type of operator which 
collects traffic from large com¬ 
panies and channels it over 
private circuits leased from the 
duopoly. Other resellers are 


expected to enter the market 
because profit margins on 
international nails are hfgh- 

Midland's Mr Donald said 12 
of the bank’ s main buildings in 
London had been linked up to 
the WorldCom service. So far, 
only 20 per cent of their inter¬ 
national traffic was directed 
through the company but it 
would eventually ramp up to 
80 per cent 

Under UK regulations, 
WorldCom has to connect cus¬ 
tomers to its BTphanga in the 
City of London by private 
lines, effectively limiting the 
appeal to those paying more 
than £5,000 a month. 

IDT customers are given 


their own telephone number to 
call to New York. As 90 m as 
they hear it ringing, they put 
their phone down. A sophisti¬ 
cated gadget immediately calls 
them back and connects them 
to wherever they want to the 
world, paying US prices. 

It claims the service costs 
half what BT charges ami , in 
other countries, the saving is 
even greater. Most companies 
with international bills of over 
$500 a month can benefit, 
according to IDT. The company 
is understood already to have 
signed up NBC, the US televi¬ 
rion group, and Benetton, the 
Italian clothes company, as 
customers. 



























INSTEAD OF TALKING ABOUT HISTORY 


WE PREFER TO 

The merger between ABN Bank and Amro Bank has 
given the financial world a new Dutch bank. A bank that an¬ 
swers to the name ABN AMRO Bank. A name that is therefore 
more logical than might at first appear. 

Equally logical is the fact that, though new, our bank 
nevertheless has a history that goes back 167 years. 

Thanks to this rich history, we are a bank with a rock- 
solid financial base, which has become even stronger as a result 
of the merger. 

To quote a few figures, the ABN AMRO Bank has 
US$ 232.7 billion in assets and US$ 8.5 billion in shareholders’ 
equity. Which makes us one of the world’s top 20 banks. 

We have created this financial base together with clients, 
some of whom have been doing business with us for as long as 
the bank has been in existence. 

Clients who, just like us, have in the meantime expanded 
worldwide to become major multinational corporations. 

In addition, over the years we have built up a large 
network. Which now comprises more than 1850 branches 
working together in perfect unison in 52 countries. 

As a result, we are an international bank that can also 
help by providing you with business services at the local level. 

At the ABN AMRO Bank you’ll meet people who fully 


WRITE HISTORY. 

realize that business revolves around more than money alone. 

People who know what banking is about, and who will al¬ 
so help you with new ideas, optimum service and sophisticated 
products. That’s what makes the ABN AMRO Bank, literally, a 
world-class bank. With the ambition to become, quite simply, 
the best bank. 

Not by clutching at short term success, but by creating 
the new standard in banking. So that we can help our clients 
enhance their business performance worldwide. 

Because a bank that wants to write history can only do so 
by extending the frontiers of banking. 

This is something that we have been doing for some 167 
years. And we intend to carry on doing so for many more years 
to come. To achieve this, a bank has to be conscious of the fact 
that it must repeatedly push itself to the limit. 

Constantly introducing innovative product improve¬ 
ments, and updating its services on an ongoing basis. In short, 
settling for nothing less than the best in banking. 

CREATING THE STANDARD IN BANKING. 

ABN'AMRO Bank 
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i^<me who Is stored by the 

Im. SHS®** °* ratine: fast, 

r% fl^ble, team-based organi- 
Asattons, either to develop 
new products and services, or to 
reshape entire companies, should 
travel to the banks of the MississiOTi 
River in Moline, Illinois, and spend a 
day with Mike Wyffels. ^ 

This slim, bespectacled product 
engineering' manager at Deere & Com¬ 
pany’s Harvester division is both a 
visionary and a ball of evangelistic 
fire. He has needed both characteris¬ 
tics to Instill real teamwork into the 
Harvester business, one of the highest 
profile parts of the John Deere 
empire, and a key part of an organisa¬ 
tion winch was previously dominated 
by the heavyweight batons of a host 
of functional fiefs. 

Prom the direct involvement of cus¬ 
tomers in the design and development 
process, to the dose collaboration of 
the previously separate worlds ol 
product and manufacturing engineer¬ 
ing. he has made remarkable headway 
in the few years that he has been in 
charge of development at Harvester. 

Wyffels first came to prominence 
last autumn when some of the 
achievements of his unit were her¬ 
alded by Tom Peters, the American 
management guru. Peters shares the 
view of Professor Drijaro Nonaka and 
other Japanese academics that an 
effectively m anag e d product develop¬ 
ment process constitutes a model of 
the sort of multi-disciplinary, son-hi¬ 
erarchical “learning organisation" 
that companies of all shapes, si»w 
and busi n esses will have to become if 
they are to survive far into the 2lst 
century. The way in which teamwork 
has evolved - by trial and error — 
over the last few years in Deere’s Har¬ 
vester business, in contrast to the 
sudden switch at the construction 
equipment division, holds various les¬ 
sons for other companies. 

In particular, it epitomises: 

• The vary real difference between 
many companies’ practice of “simulta¬ 
neous” or “concurrent" engineering, 
and what Deere calls folly “integrated 
en gineering " 

• The extent to which really effec¬ 
tive teamwork requires the ahandnn- 
ment of the sort of matrix structures 
which have been common to most 
business organisations, especially 
within engineering. As Wyffels puts 
it: “We’re getting rid of all those 
damned matrix boxes and the dotted 
lines between them." 

• That teamwork cannot operate 
effectively with a steep managerial 
hierarchy above it At Harvester, the 
number of layers has been halved 
since 1964; in the factory there are 
now only three levels between the 
machine operators and the division's 
general manager, the redoubtable 
Dick Kleine, who has been a vital ally 
for Wyffels’ pioneering efforts. 

Back in 1984, when Wyffels was the 
manager of the divirion’s single most 
important project, the $250m (£l43m) 
development of a new “9000” line of 
harvesters (launched two years ago) 
the division was still suffering from 


MANAGEMENT 


Reaping the harvest of an 
integrated team approach 


Christopher Lorenz on an evangelical approach to collaboration at Deere 






the notorious “over-the-wall” syn¬ 
drome. As Wyffels puts it, design 
engineers threw their plans over the 
departmental wall to the manufactur¬ 
ing engineers, who did their work and 
then turned to production saying: 
“Here, build this." 

The result was problems all around: 
with time, cost control, manufactura¬ 
bility, reliability, quality and the ser¬ 
viceability of the product 

The first step which Wyffels took 
on the 9000 project was to require that 
all design layouts be “signed off" by 
other functional specialists before 
they were released by the designers. 
In addition to product engineering 
and various aspects of manufacturing 
engineering, the functions involved 
were pure has log, reliability and 
foundry. 

This arrangement did not work as 
well as expected. It was difficult to get 
the right people from these functions 
to come at the right time to the prod¬ 
uct engineering centre, which Is three 
miles away from the factory; as a 
result, designs were constantly 
delayed. Even when the specialists 
turned up as scheduled, their involve¬ 
ment at the mid of the design process 
was too late to be effective. 

The next step, taken within a year, 
was to ask functional departments to 
assign people to the project full-time, 
in order to get better Interaction early 
on, before individual parts of the 
design were started. But this also 
failed to work well, since most of the 
departments were reluctant to assign 
fall-time people to a new product pro¬ 
gramme at a time when the pressures 
of making the current product were 
overwhelming. 

So, In a matter of months the sys¬ 
tem was ehangipri a gain. With the sup¬ 
port of an unusually broad-minded 


Kent Cornish (left) and M&e Wyffels: abandoned “over-fha-waU" syndrome 


works manager - and of vicious 
external pressures to save time, 
resources and cost - Wyffels 
achieved breakthrough: an agreement 
that the only way to get the necessary 
interaction and communication 
between the various functional 
groups was to have all the key mem¬ 
bers relocated together to the product 
engineering centre, where they could 
devote their full-time energies to vari¬ 
ous design and development projects. 

In 1985, about 60 manufacturing 
engineers, the largest single func¬ 
tional group to be transferred, were 
assigned to a newly-created depart¬ 
ment, called Production Engineering 
- New Product, under the manager 
of product engineering, Wyffels’ pre¬ 
decessor. 

They were joined by representatives 
from the purchasing and reliability 
departments, working side by side in 
the same room as the design engi¬ 
neers. The number of transfers from 
the factory continued to rise over the 
next few years as work on the new 
range of harvesters increased: at its 
zenith, the number of transferred 


manufacturing engineers totalled 150, 
out of the engineering centre's then 
staffing level of 350 people. Since the 
launch of the new harvester range in 
1989, the centre's staff has fallen to 
250, half the level of a decade ago. 

The transfer arrangement improved 
matters considerably and teamwork 
began in earnest As Wyffels puts it: 
“We'd moved beyond the stage that 
many companies have still only 
reached today, of drawing new lines 
between boxes but stiff having a 
matrix. A lot of so-called simulta¬ 
neous or concurrent engineering 
groups are nothing more than an offi¬ 
cial format” 

But the harvester teams were still 
not fully integrated, in the full sense 
of the word. Within the engineering 
centre, a functional structure was 
retained, to which the newly-trans¬ 
ferred specialists, as well as the 
design engineers, still felt they owed 
their prime allegiance. 

As a result. Issues still tended to be 
pushed for resolution up the separate 
lines of command. 

This was one of the main reasons 


why the product cost of the new line 
ran over budget, and a number of 
Arid problems arose, fa most other 
respects, however, the project was 
remarkably successful: toe first 300 
machines were built to schedule, 
something which “was virtually 
unheard of" according to Kent Cor¬ 
nish, senior division engineer for the 
Harvester works. And, remarkably, 
scrap and rework rates for this 
entirely new range of products were 
better than for the 10-year-old line 
they replaced. 

Since 1987, the experience gained on 
the harvester project has resulted in 
two farther stages of evolution. 

What Wyffels calls "integrated engi -1 
neerlng phase one" was used on a 
new planter. On this project, special¬ 
ists were shifted on a part-time basis 
out of their functional departments on 
to a project team To a great extent, 
the change was successful: the 
planter was developed in only 18 
months against 2$ for similar previ¬ 
ous projects. It was launched early 
this year. 

Then, in 1989, in the later stages of 
the development of a new rice har¬ 
vester which was launched in August, 
came the real break away from func¬ 
tional allegiances far everyone work¬ 
ing on new projects, with fall integra¬ 
tion into a virtually permanent foam 
structure. 

Specialists of every type were trans¬ 
ferred to what Wyffels calls “crarile- 
to-grave project teams", working 
together from initial concept until 
well after the product la unch. 

The effects of this “integrated phase 
two” on people’s team spirit, and the 
way they work, has been significant 
Cornish says: “Problems no longer 
shoot up the hierarchy - different 
specialists on the ground just talk to 
each other and then get on with it” 

Late last autumn, for prampig, a 
crash change was needed on a new 
product about to go into production, 
which required a drilling of twice as 
many holes fa a part as originally 
intended. “Previously if Fd told the 
guy fa charge of the line, Td have 
been called into the general manag¬ 
er’s office and thare'd have been a 
row." 

At Deere & Co's headquarters, John 
Gault, director of engineering ser¬ 
vices, is reluctant to commit himself 
to whether the approach at Harvester 
or at the industrial equipment divi¬ 
sion is more effective. “Circumstances 
differ, and fa any case we don’t have 
central control tf how organisational 
structures are put together in this 
company - we’re getting the benefit 
of multiple experiences, even if some 
of them turn out to be in error. Com¬ 
panies that take a single direction can 
turn out 100 per cent wrong,” he says. 

Back fa the Harvester division, Cor¬ 
nish agrees that “there is no one way. 
We just know we will continue to 
evolve." 

An article on teamwork at Deere's 
industrial equipment division 
appeared last Monday and reports on 
on rapid product development were 
published on June 28 and August 2L 


Different tack up 
the Mississippi 

M ulti-functional team* toe size of Its products, ma1 
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M ulti-functional team* 
work at Deere & Co’s 
Harvester division 
has come a very long way in 
the seven years since It began. 

But what lessons are there 
for other companies In the fact 
that its approach differs from 
that now practised 80 miles up 
the Mississippi in Dubuque, 
Iowa, by Deere & Co’s indus¬ 
trial aim construction equip¬ 
ment division? 

Both divisions are dismantl¬ 
ing much of their old func¬ 
tional structure, and the 
matrix by which it was har¬ 
nessed to toe staffing require¬ 
ments of individual projects. 
But neither is abandoning 
functionalism entirely: they 
are preserving an element of it 
fa order to ensure that fellow 
specialists can learn from each 
other and keep up with 
advances fa their technical 
disciplines . 

The main differences 
between the two approaches 

are: 

• Harvester Is transferring 
an Increasing number of spe¬ 
cialists to its product develop¬ 
ment centre, and integrating 
them into multi-functional 
teams, directly under engi¬ 
neering management. Some 
product engineers are also 
moving into the factory to 
work cm existing product pro¬ 
jects. 

• Dubuque, on the other 
hand, is transferring func¬ 
tional specialists. Including 
those working on new pro¬ 
jects, to a number of newly- 
created integrate d businesses , 
dir ectly rewfor Bmnnluftiiftiig 

manapwn mtt 

• Harvester’s engineering 
and manufacturing operations 
are not “co-located”, as at 
Dubuque, hut a significant 
three miles apart 
• Of the two. Harvester has 
arguably taken the defrmctlmi- 
allsation process further. 

• It has also moved farther to 
merge the specialisms of prod¬ 
uct and manufacturing engi¬ 
neering, especially through 
the job rotation of carefully 
selected people. 

Some of these differences 
are due to circumstances 
rather than to principle. For 
one tiring, Harvester has had 
seven years of experience with 
multi-functional teamwork, 
Dubuque only three. 

For another, fa the words of 
general manager Dick Kleine, 
Harvester’s complexity, and 


the size of Its products, make 
it "quite tough to break all its 
operations into fully inte¬ 
grated cells,” though this Is 
happening within the factory. 

The lack of co-location of 
engineering and manufactur¬ 
ing is regretted by almost 
every manager at Harvester, 
Including Mike Wyffels, its 

product engineering head. The 

mistake was made back in the 
late 1970s because of the sup¬ 
posed need for secrecy and to 
remove product engineers 
from day-to-day pressures. 

As soon as Deere’s overall 
business picks up, and a new 
use can be found for the prod¬ 
uct development centre build¬ 
ing, its activities are likely to 
be moved Into the heart of the 
factory site. 

As for toe degree of transfer 
of functional specialists to 
integrated teams, both divi¬ 
sions fa ten d to take this far¬ 
ther. 

Only over the ideal degree of 
what has become known in the 
US as "sk ui i hw oiklng" - the 
separation of teams working 
on totally new products from 
those improving existing ones 
- does there seem to be a rad¬ 
ical difference of principle. 

Ideally, fa order to compress 
development times further, 
especially from the long (tradi¬ 
tionally seven-year) cycle for 
large harvesters, Wyffels 
would like to split the engi¬ 
neering centre into two, what¬ 
ever ite location. 

He would also like to rein¬ 
force the “sknnkworker" moti¬ 
vation of those working on 
new products - rather like 
the IBM team which worked 
separately to develop the com¬ 
pany’s first personal computer 
in record time. 

At Dubuque, one senior 
manager says: “We’ve talked a 
lot about the Wyffels’ concept, 
but we’re nervous about It 
Separateness brings disadvan¬ 
tages as well as benefits. ” 

As was argued in the intro¬ 
ductory article to tills smles, 
separate "skunkworks" (or 
“tiger teams”, as companies 
such as Honda prefer to call 
them), are really only suitable 
for the development of excep¬ 
tional products, where the 
degree of novelty, as opposed 
to adaptations from a previous 
generation, b high. 

Not even Wyffels would 
want to run the whole of 
Deere’s harvester business fa 

that fpehtnw. 


THE WEEK AHEAD 



Economics 


Inflation once again on the agenda 
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- " IT IS to be a week of Inflation 

news and in t ernational finan- 
II ctal meetings. 

| |U Finance ministers and cen¬ 

tral bank governors from the 
. _ Group of Seven leading tadus- 
:. ' • • •v. trial countries wiB hold a spe- 

str- meeting with representa- 
tives of the Soviet Union fa 
Bangkok at the end of the 
: - : week. The International Mbne- 

v-' : ‘ tary Fund/World Bank joint 
"i - annual meeting also begins, 
••• while the council of the Ger- 
: - i« ; man Bundesbank Is meeting fa 
.: i--- : Frankfort on Thursday. 

- 'i- ; There is to be more evidence 

::r> that inflation is falling 
•- throughout the biggest econo- 
- sT rales - though officials are 
likely to urge governments to 
guard against an upsurge in 
'1 inflation as the world economy 
- - 7 r has a moderate recovery in 
• . 1992. 

Mr Neil Mackxnnon, econo- 
mist at Yamaichi Securities, 
says the two main reasons for 
I'.:;, lower infla tion are “weak 
- •• i - ;. demand pull pressures and a 
declining trend in commodity 
prices," 

fa the UK, the RPI has come 
down from a peak of 10.9 

ty" 1 * * ■ 

-''^Sherwood 
Computer 
d chairman 

^ M retires 

| 111 SHERWOOD COMPUTER 

i 8 | (SERVICES has appointed Mr 

Jfm ” Bob Thomas, who has served 
an the board as a non¬ 
executive director since 1988, 
as its new non-executive 
J c h air m an. 

, p Mr Thomas succeeds Mr 

] £. fk * • ’ Trevor Entwhistle, who is 

retiring after being chair m an 
_ since 1988. Mr Thomas is a 

director of programmes at 
Ashrldge Management College 
and fa chairman and director 

"" of a number of private 
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■ Mr Michael Ralph has been 
made finance director at 
INTERNATIONAL RESORT 
HOLDINGS. He was formerly 
finance director at Country 
Chib Hotels, a Whitbread 
subsidiary. 

& Mr Gavin Hall has been 
appointed technical director 
of TRAD A. TECHNOLOGY, 
a subsidiary of the Timber 
Research & Development 
^Association. 


% change over previous year 
II 



around the time of Britain's 
entry into the European 
exchange rate mechanism to 
4.7 per cent in August Econ¬ 
omists expect another sharp 
fall in the September RPI to 4 
per cent But October’s 3-5 per 
cent is expected to be the low 
point Thereafter, there may be 
a modest rise to around 5.5 per 
cent by the spring, as the bene¬ 
ficial effects of lower mortgage 
rates and the poll tax bills 
cease to flatter the index. 

■ FRAMUNGTON GROUP 
has appointed to the board Mr 
Julian Gaisford St Lawrence. 
He is a senior fund manager 
and has worked In the group 
since January 1983. 

■ THE RUTLAND GROUP has 
appointed Mr Bill Oliver as 
group finance director. 

Mr Oliver has been finance 
director of Alfred McAlpine 
since 1985 and before that was 
with Barratt Developments. 

■ Consulting engineers 
KENNEDY* DONKIN 
BUILDING SERVICES, part 
of the Kennedy & Donkin 
Group, has appointed Mr Rex 
Pengjlly as its business 
director. 

Mr Pengitly was previously 
divisional director for 
marketing and corporate sales 
at Matthew Hall Mechanical 
and Electrical Engineers. 

E ST PAUL UNITED 
KINGDOM, a member of the 
St Paul Companies Inc, has 
appointed Mr David Larwood 
as finance director and Ms 
Beverley Shreeve as deputy 
general manager, personal 
lines. 

E OAYFORM PROPERTIES 
has announced that Mr Robert 
Ware has become sole 
managing director to allow 
Mr Brian Dowling to 


Other important events and 
statistics, with median market 
forecasts from MMS interna¬ 
tional, the financial research 
company in brackets, include:- 
Today: Luxembourg, European 
Community finance ministers’ 
meeting. Australia, Labour 
Day holiday. US, August con¬ 
sumer credit. UK. credit busi¬ 
ness (£2l0m) and final retail 
sales for August (down L4 per 
cent). 

Tomorrow: UK, conservative 
party conference opens in 
Blackpool (continues until Fri¬ 
day). US, August wholesale 
trade. Germany, September 
unemployment west (10,000), 
employment west (25,000). Can¬ 
ada, August housing starts 
(164,000). 

Wednesday: France, Bank of 
France report on French finan¬ 
cial system. US, 2nd quarter 
retailers financial report Sep¬ 
tember Halifax house price 
index. Denmark, August cur¬ 
rent account Canada, Septem¬ 
ber help-wanted index, August 
motor vehicle sales, new house 
price index. IMF world eco¬ 
nomic outlook published. 
Thursday: Germany, Bundes- 

concentrate on property 
matters. 

Mr Martin Brayshaw has 
become finance director and 
his position as company 
secretary has been taken by 
Ms Rita Crompton. 


■ Mr Andrew Dewar-Durie 
(pictured), currently managing 
director of JAMES 
BURROUGH, has been 
appointed to succeed the 
retiring Mr Alistair 
Cunningham as ma n a gi ng 
director of ALLIED 
DISTILLERIES. 

Mr Patrick Burke, currently 
sates director of Allied 
Distilleries, will become 

manag in g director of James 
Burrongh. Hr John Beckerieg, 
sales operations director of 
James Burrough, has been 


bank Council meeting. US, 
August housing completions, 
money supply, initial claims 
(420,000) Sweden, September 
consumer prices index. Austra¬ 
lia, September employment 
Friday: Bangkok. IMF/World 
Bank annual meeting begins 
(continues until October 17), 
G7 finan ce ministers meeting. 
Apeldoom, Holland, informal 
EC trade ministers meeting. 
US, September PPI (0.2 per 
cent), ex food and energy (0.3 
per cent), September retail 
sales (0.2 per cent). UK, Sep¬ 
tember retail prices index (DJ3 
per cent month-on-month, 4 
per cent year-on-year), exclu¬ 
ding mortgage payments (5.6 
per cent). Canada. September 
unemployment rate (10.6 per 
cent). 

During the week: Germany, 
August trade balance (DM1 bn), 
current account (down 
DM3-5bn), September final cost 
of living (3.9 per cent), August 
retail sales (4J3 per cent). Swit¬ 
zerland, September CPI (5.7 per 
cent). The Netherlands, CPI 
(4J2 per cent). 

Rachel Johnson 

promoted to sales director of 
Allied Distilleries. 

Both Allied Distilleries and 
James Burrough are 
subsidiaries of Hiram Walker 
Group, a division of Allied 
Lyons. 

■ Mr Peter Frauds, executive 
director of BERKELEY, has 
been appointed chair man of 
JAMES CROSBY GROUP, the 
north-west based residential 
housebuilder acquired by 
Berkeley in March. 

Mr Michael Burgess has 
resigned as a director of 
Berkeley and chairman and 
chief executive of Crosby 
following Crosby’s integration 
Into Berkeley in order to 
pursue other Interests. 

B GALUFORD, the 
Midlands-based construction 
group, has appointed Mr 
Gordon Taylor to the board 
as independent non-executive 
director. Mr Taylor has been 
finance director of IMI since 
1987. 

■ Mr Allan Richens will join 
the main board of THE 
HOLLAS GROUP as a director. 

Mr Richens has been 
chairman of Hawkshead 
Sportswear, the group’s 
mail-order retailer, since last 
year, and from 1983-90 be was 
financial director of Empire 
Stores. 


RESULTS DUE 

THIS WEEK is small 
companies time on the results 
front, with only a few bigger 
businesses muscling into the 
limelight. 

Most interesting to watch 
will be BM Group, the con¬ 
struction equipment company 
that last autumn took over 
Blackwood Hodge, a distressed 
distributor of heavy machin¬ 
ery. 

BM is expected to report a 
near 50 per cent increase in 
pre-tax profit to £34m when it 
reports its results tomorrow 
for the year to June 30. 


UK COMPANIES 


The trend-bucking progress 
is expected to owe less to 
Blackwood, which was losing 
money on the UK and in 
need of pruning overseas, 
than to the fleet-footedness 
of the established BM busi¬ 
nesses. 

The plant sales effort has 
been diverted from languishing 
areas like house building to 
the massive machines needed 
for road building, and exports 
of BM-made equipment have 
benefited from the new outlets 
offered by previous acquisi¬ 
tions. 


Austin Seed, the upmarket 
clothing growth, is expected to 
show the fall effects of the 
recession when it reveals its 
interim results on Wednesday. 
Retailing conditions fa central 
London haye continued to be 
grim but analysts will be 
keenly looking out for any 
tales of recovery. 

The first half will have 
proved very difficult, but ana¬ 
lysts are sffll hoping for a mod¬ 
est improvement for the fan 
year ending next January on 
last year's pre-tax profits of 
£3.6m. 


Hl-Tec Sports, the sports 
shoe distributor, is likely to 
report on Thursday a modest 
increase in pre-tax profits for 
the half-year to July to around 
£3Jhn from £3.4m a year ear¬ 
lier. 

A number of growth markets 
beckon, such as US demand for 
rugged hiking shoes. 

Expanding European 
operations have also begun to 
pay off. Its shares have 
reflected this, taking off in late 
August to climb above toe I42p 
at which it was floated in 1968. 
They closed yesterday at 201 p. 


■TODAY 

COMPANY MEETINGS: 
Adscene, Chiesman 
Pavilion. Kent County 
Cricket Ground, 
Canterbury, 11.00 
Darby Group, Darby 
House, Sunningdale Road, 
Scunthorpe, 2.30 
Fleming Enterprise Inv. 
Trust, 25. Copthail Avenue, 
E.C., 12.00 
BOARD MEETINGS: 

Route: 

Cooper Clarke 
Scottish Asian Inv. 
Interims: 

Bridgend 

Eurotunnel 

Greenacre 

Head lam 

■TOMORROW 

COMPANY MEETINGS: 

Fleming Overseas Inv. 

Trust, 25, Copthail Avenue, 


EC.. 12.00 
Independent Inv., 1, 
Charlotte Square, 

Edinburgh. 12-30 

Marina Developments, 
Athenaeum Hotel, 
Piccadilly, W„ 

11X0 

Middegate Group. 
Mocrfiekj Business Park, 
Yeadon, Leeds, 

10.00 

Sterling Publishing, 24, 
Upper Brook Street. W.„ 
10.00 

Wentworth Inti., 

190. Strand, W.C., 

1UOO 

BOARD MEETINGS; 
Finals: 

BM Group 
Barry Wehmiller 
London & Manchester 
Manchester Utd. 

Pegasus Group 


DIVIDEND & INTEREST PAYMENTS 


MTODAY 
Alba 3_35p 
Avesco (Rag) Ip 
Do. (Br) Ip 
Bespak 3p 

Braime (TF & JH) 2JSp 
Do. A N/Vtg. &25p 

British Assets Tat Ip 

Capita l-8p 

Clarke (T) l.20p 

FHo Indmar Ip 

Five Arrows Chile Fd. Pig. 

P Sc ta , 

Francis Inds. 9% Un. Ln. 1994/ 
99 4PC- 

Grand Metropolitan &4p 
Hampaon Inds. T.773p 
Hibernian 1-9p 
l«2tp 
KJngspan Ip 

Kuala Lumpur Kepong Berhad 
Sets. 

Macarthy Sp 
Mteys 3.51 p 
P8R1J3P 

Pormarton Potteries 22Sp 
PrinTech ML Okp 
Rslyon i.75p 
Resort Hotels &2p 
Staved Zlgomaia l&78p 
TS8 3.16p 

■TOMORROW 

Assaa BrtL Conauttants A3a 
Block (A & Q 425p 
CflH2.15p 

Fleming Enteipit** Inv. Tst 

aip 

Jacques Vert Up 
Matthew Clark aasp 
Primadona afip 
nphookiasp 


Ward Hid pa. OJp 

■WEDNESDAY 
OCTOBERS 
Aegis 2.76p 
Ashtaad 3.02Sp 
Blotch lay Motor 4.1p 
Bradford & EMngley Bldg. 
Society Flip. Rats Nts. 1998 
£28&66 

East Midlands Elect mosp 
Do. (Fly Pd) 10.SSP 
Do. (17Dp Pel) KLSSp 
Do. (lOOp Pd) 10£5p 
Eastern Elect. 1Q.12p 
Da (Fly Pd) 10.12p 
Da fl70p Pd) I0.l2p 
Do. (lOOp Pd) 10.12p 
Enterprise Oil Sub. Fttfr Rate 
Nta. 1996 £84739.38 
Independent Inv. 045p 
London Elect 10.45p 
Do. |Ry Pd) 10.45P 
Da (ITOpPd) UMSp 
Do. (100p Pd) 10.45c 
Manweb llJtp 
Do.tFlyPd) VUp 
Do. (17Dp Pd) HJtp 
Da (lOOpPd) 11-2p 
Midlands Elect- lOJp 
Da(RyPd)lOSp 
Da (170p Pd} 105p 
Do. (100p Pd) lOJfc 
NORMS 1(L84p 
Do. (Fly Pd) ItUMp 
Do. (170p Pd) 10£4p 
Do. (IQOpPd) IQ.SWp 
Northern Elect 11JBp 
Do. (Fly Pd) 11-Mp 
Do. (tiDpPd) J1J8P 
Do. MOOp Pd) 1l.38p 
OKI Eject ind. 7.25% Bds. 


Interims: 

Alexandra Woricwear 
Anglo Am, Inv. Trust 
Childrens Medical Charity 
Freeman Group 
Johnston Group 
Lawrence (Walter) 

NMW Computers 
OS Hldgs. 

S & U Stores 
Time Products 
Walker G men bank 
■WEDNESDAY 
OCTOBERS 
COMPANY MEETINGS: 
Budgens. Skinners hall, 

B, Dowgate Hill, E.C.. 

11.00 

BOARD MEETINGS: 

Ftautef 

Allied Leisure 
Maunders (John) 

Sinclair (Wtn.) 

Interi ms : 

Austin Reed 


19S8 (Br) 3*Hpa 

Regional Elect Go's. Package 

Units £108.1546 

Do. (Fly PtJ) £106.1546 

Do. (£1700 Pd) £108.1545 

DO. (£1000 Pd) E10&.154S 

Roxmore 1-Kifs 

SEEBOARD lOJSp 

Do. (Fly Pd) lOJWp 

Do. (17Op Pd) lOSBp 

Da (100p Pd) 1D.3&P 

South Wales Elect 11-Bp 

Da (Fly Pd) lisp 

DO. (170p Pd) IIJp 

Do. (100p Pd) 11 . 8 p 

South Western Elect 

1(X57p 

Da (Fly Pd) 1057P 
Da (ifep W) ItLSTp 
Da (loop Pd) 10J)7p 
Southern Elect 1Q.12p 
Do. (Fly Pd) 10Ll2p 
Da (I70p Pd) iai 2 p 
Da. ( 100 pPd)iai 2 p 
TT Group 
Treat! ip 

Union Bk at Ftoand Var. Rate 
Sub. Nts. 2000 S1WJ0 
Yorkshire Elect lOSlp 
Do. (Fly Pd) lOJBIp 
Da (ITOp Pd) MLBIp 
Da (lOOp Pd] lOJhp 

■THURSDAY 
OCTOBER 10 
Banks (Sidney C) 5Sp 
Barclays 9.1Gp 
Bradford A Blngwy Bldg. 
Society FTtg. Rate Nta. 1897 
£281.38 

Halifax Bldg. Sodaty Fttg. Rate 
Ln. Nt*. 1992 £140.99 


Havelock Europe 
Helical Bar 
Landu Hldgs. 

Martin Currie Pacific Tst 
■THURSDAY 
OCTOBER 10 
COMPANY MEETINGS: 
Pifco Hldgs., Stanneylands 
Hotel, Stanneytands Road. 
Wilmslow, Cheshire, 

9.30 

TR City of London Trust 
Mermaid House. 2, Puddle 
Dock. E.C., 3.30 
BOARD MEETINGS: 

Finals: 

Town Centre Securities 
lufotbna: 

BNB Res. 

Barlows 

Camellia 

Capital & Regional Props. 
Finlay (James) 

Grofund Ind. 

Hl-Tec Sports 


Morris (Philip) KL5dts. 
Nadonwtda Anglia BMg. 
Society Rip. Rate Nts. 1995 
£14089 
Oriel 1 . 8 p 

BBC Int Cap. Fd. Ptg. Rd. Pf. 
32018. 

Sflrtwa Australia FhgJFbed 
Rate Qtd. NTs. 1997 83369^0 
VtetauNc 4.7p 

■FRIDAY 
OCTOBER 11 
AAFInv.Sp 

Abbey National Treasury 
Services (OUT) 8 % Nta. 12 / 
7/91 4pa 
AWngwonti 6 p 
Aerospace Eng. tJXp 
Alliance Tst 14p 
Da 4% Pf. I^p 
Oa 4J*% FI. 1A87SP 
DO- 5% Pf. 1.75p 
BllriOfd HJdflS. 0.45p 
Central Am. Bk for Econ. 
Intogn. Fhp- Rata Sar. Nts. 

1984 $85.40 

Chieftain iJp 
Conversion 10% 2902 Spc. 
Courts (Furnishers) 3LT7p 
Crown EyMktts 15p 
EBCXSp 

GMAC Australia (Finance) 
Nto.il/hV857lflpc. 
Gardiner tL4?p 
Genbellnva. iSJSctt. 

Greggs 476p 

Hongkong 8 Shanghai Banking 
Prim. Cap. Und. Fttg. Rate Nto. 
3rd Ser. SSI .46 
hnpala Platinum 195cte. 
toungton Corp. 12 js% Rd. 


Transfer Technology 
■FRIDAY 
OCTOBER 11 
COMPANY MEETINGS: 
Border Television, 
Television Centre, Carlisle. 
12.00 

Jones Stroud, Donington 
Thistle Hotel. East 
Midlands Airport, Csstle 
Donington, Derby, 

12JX) 

BOARD M EETINGS: 
Interims. 

Adas Converting Equip. 
Cohen (A) 

Gates (Frank G) 
Hammerson Property 
Robinson (Thos.) 

Sllngsby (HC) 

Company meetings ore 
annual general meetings 
unless otherwise stated. 


2002 &32Spe. 

Jonas Stroud Sp 

Kletnwort Overseas Inv. Tat 

iSp 

Lee Refrigeration 4p 
LHP Sciences 1.15p 
Lloyds Abbey LHb SXp 
Macfariana (Clansman) 1.75p 
Marine Midland Fin. Gtd. Fttg. 
Rata Sub. Nts. 1994S1&2B 
Midland Bank 1.7p 
National Australia Bk. Und. 
Sub. Fttg. Rato Nto. S32&51 
NatWaat Bank &12Sp 
Paramba (L& 5 B 

PKCO Hldgs. 4j25p 
Da A Um/Vtg. 4J5p 
Richardsons Wastgarth 
lip 

Southend Property 2ri8p 
Da Pf. 3.7Sp 
Stirling Ip 
H Group 7p 
Vibroplirt 5L38p 

wassail Ip 

■SATURDAY 
OCTOBER 12 

Enterprise Oil 1lH% Un. Ln. 
2D18 5J125jpc. 

Ireland 12^ % Ln. 2008 (Rag) 
8Upa 

Do. (Br) 6 Vpa 

■SUNDAY 
OCTOBER tS 
Treasury 8 % Lit. 1882 
<PC. 

Treasury B% Ln. 2008 

4 *2 PC. 

Treasury 8% Ln. 2008 C 
4>apa 
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NOTICE OF SPECIAL GENERAL MEETING 
The Scottish Mutual Assurance Society 

Nonce la hereby given Hut • Special Omni Mealing of Am Society w« bo MM of me 

Glasgow Royal Concert HaU. 2 SauctMiaU SM, Glasgow (32 SHY on 11th November 

IBM at 1030 a.m. whan the toitawlng raseiuUon win ba propo ra d as a apedol 

raaaMhm: 

SPECIAL. RESOUlnOM 

that; 

1. The Schama for (he transfer of tha long term buslnoes {a defined In Bw insurance 
Com p a nies Act tsaq of am Society pmuui to section « of Bn Inauranea 
Co m paiBaa Aof 1992 raw Scheme*) as eel out in ten docomrat produced to an 
meeting and tor Bw purposa at MontfBeatlan sfcyied by Bn Chafamen thereof and 
summarfaed In Bw Qreutar to tnemb em end paUcytKddsra at the Society deled 7th 
Ootober 1SB1 be end Is hereby approved end Bw nroctora at Bn Society ba end ere 
heraby aufoortsed end mended to carry Bn eeme Into cttaot wBh power to egree 
or mefce such amendment* ns may be neeeeeery or dealrabie to secure san ction of 
the Schenn pursuant to Seated 48 of Bw In surance Companies Act 1992: end 

2. Subject to end c ondWuuaBy upon Bw Scheme becoming ebecttve. Bn RegubrtSorsi el 
the Socfaty be amended ra Mtows 

2.1 by Bw a ddWon at the end of AagtBailon 4 of Bw nut dm 

'and (61 Bw llafainflea of the Society under ate policy or policies c ea a l n g to be 
Beb W Bee of the Society by virtue of Bis coming Into effect of e scheme made 
pursuant to Section 49 cl the Insurance Compenlaa Act 1BB2 tar the tmeter to 
any ether c om pe l ly el the long term business (as defined bi the Insurance 
Compenlaa Act 1962) Of the Society": 

22 by the addition at the tallowing Weg u l e flon el the end of Begtdefton & 

■JA. NotwMntoadtag any other provision at Bieea RegideBone: 

(1) Abbey National Secretariat Services United and Abbey Nominee s Untied (and 
such other persona as any company to which Bw long terra business (as 
denned bt Bw insurance Companies Act T982) at the Society Is transferred 
under a scheme made pmouom to Section 49 of the Insurance Compenlaa Ad 
1902 shell nominate from Brae to tbrm by notice In writing to the Society) Utah 
become m em bers of the Sodety a the Bme such rdwnr becomes ePecftva or. 
In BW case of person* nom ina ted In writing aa aforesaid, el the time or receipt 
by tha Socially at the relevant noHca In wrung end 

CU the mombaraMp of each person oho becomes a member pursuant to pngnspfi 
(1) of Bda negufaBcn shall subsist unU eudi a mo as Bw parson m question 
gives notice In writing of Bw cessetton of Bwt parson's membership to Bw 
Sedety: and 

(31 si pe r sons who become mentoers of Bw Society oa or after tbe tbna each 
scheme becomes eOecttve stieB be quaiWed end enWed to ad and to voce at 
general l u eeBn j u of Bw Society*: 

23 by tha eddbon of Bw lot lowing Regutstlon at Bia end of fleguiobon ii; 

•UA NoMBwtamflng any oBwrptoatatmi of th u s Reputations, nodee of the 
holding of any Annual or Special General Moating may be given to any 
member In writing end may be served on or given to such member In 
accordance wwi Regulation 81(2)": 

24 by tho dotation of Ftogulsdoo 14(1) end tiw aubetltutton of the Mowing 

therefor 

"Two persons entittod to veto upon the buslneas to ba trsneactod. each 
being a member or a proxy for a member or a dirty a u thori se d representa¬ 
tive Of a corporation wltich Is a member shall be a quorum tor gene ral 
meeting s ': and 


25 by the deletion of Regulation 33 and 42(a). 


7tii October 1991 

Principal Office 
109 SL Vlncsnt SB 
Glasgow 
G2 SWi 


BY OTOCH OF THE BOARD 


Ga Hriarood FFA 
B ec ra t e ry 


Males: 

FAny member entitled to offend end vote or tiw tifredaf G enera l Meeting may appoint a 
proxy to attend and. cut a pol. vote on Ns or bar bahalt A proxy need not ba a 
member. 

2To ba valid. tha proxy form, together wftit any authority under which It Is executed or a 
copy at such authority esitMad notsriatiy. most ba rtsnnsBcii wftit tits Soctaty el pxd. 
Box 42 Glasgow 02 SBR or of Ms principa l office stated above not Hdar then 1030 era. 
on 9th November 1901, 

SJWembe ra I m onfong to attend and vote person al l y ere asked to bring nth them 
eviden c e at titelr Identity. On arrival at the m asting, please register with the CiBoialS 
who ttu be af Bw erib enu e of tiw halt negtatraUuu will c o mmenc e at BLSD mja. 

ACoples el the amuter to membsra and padcyhotoara af tiw Society dated Ttii October 
1981 are available, bee cf charge, at Bw Society's pri n cipal offlce stand above to 
members who hove oaf already received a copy. 

5.Copiaa of the document setting out the Scheme r e ferred to In such Cbmrier ere 
ovaBobta tor inspection at Bw Society's principal ogee stead above. 

_ CONTRACTS & TENDERS _ 

HERACLES GENERAL CEMENT CO. 
CALL FOR TENDER 

HERACLES GENERAL CEMENT CO. of Athens, Greece is interested in 
procuring 36QJOOO loom (+ or-10%) of Steam CoaL For detaih r e ga rd in g 
terms and oondrri f . quality, trains of tfefivray, etc. p hrase contort- Mr 
N&alaos Pap ap ctrou, Manager, Coal Energy Dept., HERACLES 
GENERAL CEMENT CO. 49-51 Soph. Venizdou Suras, 141 23 
Lyfcovrissi, Africa, Greece. TeL (01)289.8467.289.8111 -Telex: (021) 
5168-69 AGBTGR FAX: (01) 2819406 

Please note: Last day for snfamiisiou of tendasii October 15th, 1991. 


notice of APpowniBmv recsveh 

AM) HAMMER 

PURSUANT TO TW BLE OF MAN 
C B B l M M ACTS 1 B1 I 199 9 

Company Name: WALPOLE E N T ERP RISES 

LIMB) 

Re gl ew re d Number: 42915 

I. ten Lersond Rsdord of Ea d o h u rat Bel- 
mom mu. Douglas, Isfa of Men hereby ghw 
notice tom on 30 Sepw m ber 189! I wee 
appointed neeehrer and Manager of Bw 
wove named company by on Odor of Bw 
We of Men Coral. 

All CrodHore of Bw company are reqifoad to 
send ttwb nemee end nddreeeee urith pertlc- 
uiare of foe* debt Or datam to me at Bw 
above eddreae by TS November 1991. 

Ion Lsmond Red toed 
fl ecehe r end Manager 
1 October 1991 


Federal Express Finance pic 
£46,000.000 12 1/8% Notes Due 
IflSS uncuntfito na ly and Inwpc a fcly 
guaranteed by Federal Express 
Corporation. 

Notice Is hereby gfran that Banque 
Ippa et Assodes SA (urmerly Banqua 
of America International SA have 
been replaced as Race! and Principal 
Paying Agents for Ae purposes of he 
above Notes by Banque 
(naamahxnle a Luxembourg SA, wtah 
effect from 1st Decanter 1991. 
Federal Express Finance pfc 


HRS ELECTRONICS PLC 

NOTICE IS HEREBY GIVEN, pursuant to rac¬ 
oon 9B ol the tneetvenoy Act 1996. Bwt a 
HSHM of the CREDITORS of Bw above- 
namod frimp** , *y wtQ be hold at Tbe Grand 
Hotel Cdmora How BlrioWt^wm B3 2BA on 
14 Ootober 1991 et 1130am tor Bw purposes 
mentioned In sections 99 to 101 of Bw sold 
Act A Bd of the nemee and addraeora of Bw 
company's crodkora may In Impeded tree at 
charge at Cork Gtdy, 43 Temple Raw. Bta- 
nringtiem B2 SJT b etween lO.OOem and 
930pm on W October 1991 end 11 Ocofoar 
1991. 

Oatod - 2 October 1981 
By order oi the Board 
George Beasley 
OreetoriSecretory 


RENTALS 


[•TiTi] 


tMimr forwshcb runs 

AXO H0BSES 
SHORT AND IMS LETS 
TEU 871-402 2271 TUBA 25271 
FAX) (071) 262 3750 


CLUBS 


EVE has ouBhrad Other* due to policy of Ur 
pley end value tar money. Supper from 
10-330 am. Qtamciaue hnrtneeee. ratittao 
cabaret 189 Rogom SL W1.07V734 0S6T 


APPOINTMENTS 
ADVERTISfflG 
appears every 

Wednesday & Thursday 
(UK), 

and Friday 
(International edition 
only) 


CONSTRUCTION CONTRACTS 


£60m work 
for Amey 
company 

AMEY CONSTRUCTION has 
received new orders worth 
over £60m in the past two 
months. In addition to 287.4m 
on the M4 Brynglas/Malpas 
relief road in Sooth Wales, the 
company has been awarded a 
£llm contract for the PSA/ 
MOD at RAF Machrihanlsh 
and £ 8 S " for ganm inte a tloiiB 
ducts in East Angfla, also for 
the MOD, through GEC-Fles- 
sey. 

Further roadworks Include 
the A421 Wendlehury to the 
M40 at £SJm, reconstruction cf 
a section of the AS4 valued at 
£L&u, both in Oxfordshire, a 
£540,000 contract at Shenley 
Wood, Milton Keynes.Trafford 
Wharf Road in M anches ter at 
22m. £800,000 worth cf week at 
Rocky Lane for Birmingham 
City Council and a £800,000 
contract for an ethylene pipe¬ 
line in the n orth we st. Local 
surfacing/civil works in Berk¬ 
shire total £300,000. 

Golf dob project 

83KR INTERNATIONAL, the 
overseas contracting arm of 
CHB Group, has been awarded 
its first contract in Japan. The 
contract forms part of a 210 m 
prqject to construct a golf dub- 
house in Toyohashi. 

Bier's rote is to ensure that 
the rfnKhfm ge is teipipH, con¬ 
structed «mri finished to a typi¬ 
cally RriHnh th uT"** qq behalf 
of Chunichi the Japanese 
architect for the scheme. 

To achieve this, Kter will be 
providing Hatatirai itodgn ser¬ 
vices for the exterior and inte¬ 
rior, procuring materials firm 
the UK and supervising the 
building methods to ensure 
that the completed building 
has a traditionally British 
atmosphere. 

Roadworks 

MUSK CQNSntUCnON has 
received orders worth over 
£18m. Heading the list is a 
£7.6m contract for tbe dunning 
of section 5A of the A299 Tha- 
net Way for Kent County 
Conned. 

Somerset County Council 
has also awarded the company 
work on the AshUl-Socthfields 
section of the A358 worth 
£3.5m. 

An order, worth about 22m, 
has been awarded to Birse by 
the British Airports Authority 
at Gatwick for the reconstruc¬ 
tion of taxiway8 3 and 4 in 

Marshall asphatt. 


Devon’s missing road link 


TARMAC CONSTRUCTION has 
started work on a £27m scheme 
to complete Devon's major 
dual carriageway from the M5 
to Cornwall. 

The 13 mile A30 Okehamp- 
ton to Launceston scheme wfll 
provide the missing link in 
dual carriageway along one of 
Britain's most popular holiday 
routes. 

The project has been spe¬ 
cially dfleignori grid planned jQ 
consultation with English Heri¬ 
tage and local archaeologists to 
take into account the beautiful 
surro unding countryside and 
environment 

The dual carriageway will 
run from the existing Oke- 


hampton bypass at Sourton 
Down to the eastern end of the 
Launceston bypass at Lifton- 
down, removing through traffic 
from the villages of iiftan and 
Lewdon. 

The work includes the con¬ 
struction of 20 kilometres of 7.3 
metres wide dual two lane car¬ 
riageway with one metre side 
strips each side, three inter¬ 
changes with associated slip 
roads and side roads, and the 
building of 14 bridges, four 
across rivers. 

The scheme, expected to take 
63 weeks to complete, is among 
£33.6m worth of contracts 
awarded to Tarmac Construc¬ 
tion. 


Water treatment plant development 


MJ GLEESON GROUP and 
FWT PROJECTS share equally 
a £40m joint-venture contract 
awarded by Thames Water fra: 
rtm ftodgn giuT construction of 
a water treatment plant utilis¬ 
ing technologically advanced 
processes at Walton-on- 
Tbames, Surrey. 

To be constructed alongside 


an existing treatment works 
which wOl eventually be 
decommissioned, the new plant 
is needed to increase treatment 
capacity at Walton to 200 
megalitres per day and 
improve water quality in 
respect of pesticides and tribal- 

mnpthanai, 

Gleeson and FWT are now 


i|edgwing p umping , waste and 
sludge treatment plant; process 
treatment units; 1CA/SCADA 
system; control room and 
administrative facilities; and 
associated power supplies. 

Construction wiQ commence 
in April 1993, with hand-over of 
the plant to Thames Water 
scheduled for 1995. 


Care centre for American hospital 


Two companies within the 
construction division of 
TRAFALGAR HOUSE have 
recently been awarded con¬ 
tracts with a combined value 
of over nan. 

The largest has been 
awarded to Federa l Cons true- 
tion, based in St Pe t er sbu rg , 
Florida, and is valued at 
£L1.76m (US$20 An) for the con¬ 
struction of a five-storey criti¬ 
cal care centre at The Sarasota 
Memorial Hospital. The 162JXX) 


sq ft project wfll provide Sara¬ 
sota County with a facility spe¬ 
cifically designed to care for 
critically ill patients iwrfqdTng 
an emergency ce nt re, 20 oper¬ 
ating rooms, laboratories, car¬ 
diac rooms and htiiHwi wt care 
units. 

Armthgr dfa iainmal company, 

Trafalgar House Construction 
Management, has been 
appointed the management 
co n trac to r for the £7m fit out 
of Fountain’s Business Paris on 


the Great West Road, Brent¬ 
ford for international health¬ 
care company SmithKHne Bee- 
chain’s new corporate base. 

The project will provide 
140,000 sq ft of office, confer¬ 
ence and catering facilities, 
four cf the five buildings being 
linked by underground walk¬ 
ways. The scheme also features 
the latest information technol¬ 
ogy services. Including fibre 
optics and iffteiiite communi¬ 
cations. 


Cinema complex for the Coventry area 


HIGGS AND HTI.T. MIDLANDS 
has been awarded a £33m con¬ 
tract by National Amusements 
for a 12 screen cinema complex 
m the outskirts of Coventry. 

The complex is to be built on 


a greenfield hHp at the junction 
of the M6 and A46 east of Cov¬ 
entry and will be the seventh 
Showcase wimnw BtmplMr to 
be built in the UK by National 
Amusements, an American- 


based company. 

The building will be part sin¬ 
gle and part two storeys, con¬ 
structed of exposed concrete 
hlockwork with feature groov¬ 
ing on the pdpm«i face. 



Other road schemes included 
23 . 1 m worth of maintenance 
work on 41 kilometres of the 
M26 from junction 2A to junc¬ 
tion 5 for Kent County Council, 
and reconstruction work, cost¬ 
ing fiAm on the A38 between 
Sw infen intymiiang e and Cap¬ 
pers Lane for Staffordshire 
County Council 
The contract housing divi¬ 
sion has won orders for shel¬ 
tered housing at Govan, Strath¬ 
clyde for Elderpark Housing 
Association (£800400); housing 
refturbiehment at Easington 
Colliery for Bradford & North¬ 
ern Housing Association 
(£430,000); and home improve 
ments at Rochdale (£410,000). 


I 


^■■DEPENDI 

■■oMi 

CRENDON 


Hi-Spee junctures tor Hl-fttf tateWes 


Jus! about eifBtyor.e 
clsedocs 


Bucks. HPISflBS. fit Ux 
Fax: (0944)201 


Dartford 

bypass 

scheme 

The £7.8m contract for the 
Dartford northern bypass has 
been awarded by Kent County 
Council to the eastern region 
of FA1RCLOUGH CIVIL ENGI¬ 
NEERING, part of AMEC, the 
international construction 
engineering and development 
group. 

The two lane dual carriage¬ 
way will ease traffic problems 
at Dartford town centre, pro¬ 
vide a direct connection 
between Erith, Thamesmead 
and the M25 and create devel¬ 
opment and employment 
opportunities in north Dart- 
ford. The bypass will run Skm 
from the A206 at the Bexley/ 
Want boundary to the A282 at 
Stone Marshes interchange 
taking 35 per cent of heavy 
goods vehicles and preventing 
an estimated 25 personal injury 
accidents on Dartford's resi¬ 
dential rentes. 

The bypass wfll have dual 7.2 
metres wide carriageways with 
one metre wide margin strips 
on each side of each carriage¬ 
way. The central reserve will 
be 2£ metres wide with verges 
2 J> metres wide rising to 3.5 
metres in cuttings. 

Two major bridges will be 
built - one a three span cross¬ 
ing Dartford Creek with sheet 
piled coffer dams to provide 
temporary works and a single 
span bridge crossing west Emit 
main sewers. 

At the western end a new 
roundabout is needed and at 
toe eastern end a pedestrian 
subway. 


Hall & Tawse active 


HALL & TAWSE GROUP has 
clinched a further £20m rf con¬ 
tracts. Hall & Tawse Partner¬ 
ship signed more than £7m 
of new projects. Work includes 
the company's first project out¬ 
side its traditional operating 
base of tiie south of rengiwnH 
The project, worth just over 
£ 1 m, i n volves the Assig n and 
build of 25 houses on four sites 
in the Harborough area of 


Leicestershire for the East Mid¬ 
lands Housing Association. 

Aberdeen-based Hall & 
Tawse Scotland has gained 
contracts worth more than 
£ 10 m. Heading the list is a 
£ 2 .7m contract to rebuild the 
exterior of the fire-ravaged Mar 
LodgB on Deeside to its former 
glory. Other contracts include 
a Elm order for a six-storey car i 
park at Aberdeen Harbour. i 
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The Accountants' Exhibition 
Barbican Exhibition Centre 
October 8-lOfo 1991 

Products and Services for Accountants 
in Practice, Commerce and 
the Public Sector. 

Entry free with business card. 



TRADE FAIRS. EXHIBITIONS & 


CONFERENCES 



OCTOBER 8-10 

THE ACCOUNTANTS’ 
EXHIBITION 
Barfaicaa Exhibition Centre 
Products and Services for Accomuants 
in Practice, Comuwoe end the PubBc 
Scow. Entry free with business end. 

LONDON 


OCTOBER 10-11 

Foreign Investment end 
Privatisation In USSR 
Lent update oo prospects poet Augur 
1991. Speakers from Credit Suisse 
Rrjt Boston. Deutsche Bank. GiUeoe 
International. Moscow Narodny Bank, 
EBRD, EC CoramUsioa. ABB Asen 
Brown Borcri, Bsja Group. Contact 
Sarah Avian. IBC. Ifck 071 637 4383 
Fax: 071 631 3214 

LONDON 


OCTOBERU 
The Cost Implications of Pay and 
Bandits in a Changing Public 
Sector. CSpCa's Public Finance 
Foundation and Noble Lowndes 
Coasa tt ante and Actuaries. 
Rewards for Onance personnel in the 
public and private sectors - (he total 
compe n sation' approach. Phone 
071-895 8823 Exl 255 Gall Main or 
Exl 344Chris Ttindec 

LONDON 


OCTOBER 14 
Average Rata Options in tiw 
Foreign Exc han g e Markets 
Pricing techniques, hedging, practical 
applications for the mer. legal aspects 
and die nraiagmie ttf per sp e cti ve. 
Speakers Indode Dr Desmond 
Fitzgerald. Director. Mead of Arbitrage. 
Mitsubishi Finance International pic and 
Mark YaU op. Director & Head of 
Dcrivwives. Morgan Grenfell & Co Ltd. 
Call Gillian Becker (0223) 423250 

LONDON 


O CTOB ER 14 

TBUH'SKS AND THE 
DERIVATIVE MARKETS 
On November 1st existing na will 
become snbject to Efficient ftmMio 
Management (EPML All trustees and 
fond managers wB have eo be aware of 
EPM and its implications. Speakers 
from IMRO, SIB and othen. Rrtures 
and Option World. 08) 33043)1 

LONDON 


OCTOBER 15 

CONFER 91 

10am.- 4J0pa. 

ExUbins front the top 70 British 
conference destinations. Pieceany. 
British Asiaettliefl of Conference 
Towns. Elizabeth Home. 22 Suffolk 
Street, Qoeensway. Birmingham Bl 1LS 
(teL 021-6161400). CooiacC Tracy 
Johnson 

LONDON 


OCTOBER 15-17 

The Interactive Mniti-owdia 
Event. (Time *91) 

This is the largest M u l timedi a E x h ibi tion 
and Conference in Europe wHh ora 80 
exhibilots and 60 speakers. Theevetu 
wOI demonstrate the benefits and 
versatility of nmltiincrt ia fat soch areas a» 
retail, banking, finan ce , pub lishing ; 
advertising, leisure, edneatioo and 
naming. Wembtey Exhibition Cearc - 
HaU 2/3. Contact Louise Cooke. 

Tel: 071 383 3323 

LONDON 


OCTOBER 16 

MAKING CLEANER FUELS IN 
EUROPE 

The subject of cleaner fuel* is both 
topical and vital, in tbr tigta of today's 
growing reatiaadoo that we must 
preser ve our m.ui .— lull both now end 
for femre generations. Contact: CeroBne 
little. The Institute of Petrole u m 
Tel: 07! 6361004 

LONDON 


OCTOBER 16 

Europe’s Fut u r e: Four Scenarios 
In light of various driving forces for 
duiisr. end different options for 
widening and/or deepening the BC over 
the new 20 yix. by expat members of 
Study Group and guest speakers. 
Contact Federal Trust td: 071 2599990 

LONDON 


OCTOBER 17-18 

Tbe E urop e an Co umemtt y's 
Envinmd AodMng Regulation - 
Seminar & Workshops 
Guest speaker Bernardo Dclogu. DO XL 
CoramuBon of Ac EocpcBB 
Corarmmiiies, who drafted the 
Regulation; Chairman: Lord Clintoc- 
Osvis; Two sessions followed by 
retentive wor ksh op s . Palace Hotel, 
Buxton, Derbyshire. Contact Pamela 
SSriitBDeU. TO: 081 87(5 3367. 

BUXTON 


OCTOBER 20-25 

CONTROL OF OIL 
POLLUTION COURSE 
Vital for those with management 
respotnfbiKte* for coaner paUurioa 
measures. Cooca cc Caroline Little. The 

Institute of PcmEenm TO: 071 6361004 

HERTFORDSHIRE 


OCTOBER 21-22 

Tbe Future of Knwoifc A Strategic 
pvtupac llv t. 

This two-day Conference, at foe Hotel 
IfBeFContiiiental wiB involve 
Infernatkmal Experts, Ctxpomc 
Execu ti ve s , Academes and Tbp 
Government Officials fins Kuwait. 
Europe, USA. lapan, and foe Middle East 
who will meet to discus* and present a 
suiitcgic perspective on Kuwait. 

Cramer Strategic Investment Forum Lid. 
Tel: 071548 9919, F«: 07189$ 1366. 

LONDON 


OCTOBER 22 

Rranerttntwn of Industrial Sites 
Discusses foe tedmoksgies for foe clean 
np of s>B and sroand water 
concnitinated by pesotam fwvdzxu sod 

rhmiMU r wmw f mlhi, t J«U 

The Institute of Feuotenm. 

TeL 071 636 1004 

LONDON 


OCTOBER 22 
Intanxstiosral Regulation of tbe 
Transfer of Strategic Technology 
Convened by Tbe Royal Institute of 
International Affair*, lb be held at Tbe 
Cafe RoyaL London. Enquiries RIIA 
Conferences. TO: 071 957 5700. Fax: 
071 9S7 5710 

LONDON 


OCTOBER 22 
DOING BUSINESS IN GERMANY 
A comprehensive guide lo corporate 
strategy. Sponsored by: Coopers & 
Lytmnd Europe and Cone, Ortas £ 
Partner* Cohering foe strategic legal. 
M&A. accounting and personnel 
differences wtien compared u> foe UK. 
Contact FiBEX. TO 071 4899944 Paxi 
071 2366140 

LONDON 


OCTOBER 22 

COMMERCIALISING THE LT. 
DEPARTMENT 
FjHirrtncs foe arguments for and 
different Traits of commercialisation sod 
explore* key factors in successfully 
making the transition. Contact Business 
Im c Hi g care . TO 0> I 944 1391, FUc 
0819440332 

LONDON 


OCTOBER 21 
PAY AND FLAY GOLF 
SEMINAR 

Devoted to orereomhg foe burien to 
psy and play golf development. 
lOfcvnatioual experts on tile golf nafax, 
anstroedon srtd eavireatnenta] bsocs, 
finance, foe law aid materia*. 

Contact British Sports and Allied 
Industries Federation. Td: 081681 1242 
Fax: 081 6810012 

LONDON 


OCTOBER 
DEC 11-12 


22-23/ 


tatvtelw to Financial MaiwgmntoS 
nnd om how money works bt your 
fetsmess. understand tbe financia] 
impfi c ariu Bs of year decisions, make 

better are of your accountants. Sesmiooa 

arc based on disciisaian and practical 
ciamp l es toed. Cocoa Msndy Parker. 
Aceoutaancy Courees & Coofercnccs, 
TeL 071 8333291 ext 4605 
Fax: 07| 8339034. 

LONDON 


OCTOBER 24 

PREPARING FOR THE UPTURN 
Lloyd* Bank/BCqCYla te T Mti o na l Paatas 
How tomaks foe best of oppormmnej to 
come by improving ttgnkflty, securing 
prompt ii^jiwiisfeombayersoveneai 
and at botue. n wn d gl ii g ina raring sales. 
Vfcaoir Salfort Quays, from ll.OOw 
14.00. Free of Charge. Contact David 
Snritb 061 876 7799 

MANCHESTER 

OCTOBER 24 

PREBMUNGFOKTBEDPTUKN 
Lloyds Bank/ECGD/lmanational Pactcn 
How to make foe bea of apportuaitiet to 
ccsne by improving Ikjnkfiry. securing 
prompt paymesB from buyers overseas 
aad at home, managing Increasing raba. 
Venae: Edinburgh Chamber of 
Co mm erce, from II JO to 1430. 

Free of Charge. Conraa Irene Didrisoa 
0312254796 

EDINBURGH 
OCTOBER 30 

Activity Based Cost M aaagraw al: Tbe 
Direction for Financial Services In tire 
90's? 

CBI/DEVEUN & PARTNERS 
CONFERENCE 
Centre Point. Loodoa 
Contact: Sandra Aldred, CBi 
Conferences Tel: 071-379 7400 
Fta: 071-497 3646 

LONDON 

OCTOBER 31-NOVI 

Wnrld MobOe CnanmmfcallaBS 
Examines xccfamc3l aod 
regulatory issues as well as foe challenge 
to develop a mass market personal 
M M u m mi c a r ionS system Enquiries: 
Rnrarialtimca Con f erence Ot g a niiw ti o n 
TO 071-9252323 
Fax; 071-925 2125 

LONDON 

OCTOBER 31-NOVI 

Equity Pesha t l ve n - Und e rat a n dta g 
the Primary Martefc 
Address the itaricaBra of syntfication In 
predominant markets: Corporate advice, 
underwriting groups and placements 
with retail diaas. Caw study provided 
by Aegon N.V. 

Cotaacr Christine Moore. BRL 
071-637 4383 

LONDON 


NOVEMBER 4 

MA KING L .T. STRATEGY 
SUCCEED 

Drawing oo the lessors of highly 
ex pe r ien c ed IT directors die conference 
explorm the swccera foemra and key 
problems assocksied with developing IT 
straegies which generate business 
benefits. Co nran Business Intelligence. 
TO 081 944 1591 Fav 081 944 Q332 
LONDON 


NOVEMBER 6-7 

The En s r r gfng gene p e on TtaSptaa 
Keyuoic vpealri-ni will iodude Mrs 
Otristiane Scrivener. Mn CjIUbi 
S hephanL MP and Mr Marins van 
Amclavoort. Enquiries: Financial Times 
Conference Or ganisa tion. 

TO 071 925 2323 Ess 071 92S 2125 
LONDON 


NOVEMBER 11-12 

SocccmM Cmtnuer Care In 
Ftaandal Services 
Stretegics for Achieving Co m pe titi ve 
Edge - A fwo-dqr seminar. Seifridge 
Had. London Wl. Wnh apodal 
enktaim from British Airways pic. 
Cadbary Lid. NonberTOecom Europe 
Ud and Edw at d iau Hotels. For finfoer 
derails contact Jaalne Shields. 1BC on 
071-6374383. 

LONDON 


NOVEMBERU 
Otrisourdng IT: 

A Critical A mnsiurnt 
Ibis conference ia'specificaliy designed 
to help senior IT and business managers 
assess the potential value of outsourcing 
m their organisations and identify foe 
factors which contribute 10 foe 
successful selection and manag em en t of 
aacb arra ng em ents - Contact Business 
Intelligence. TO 081 944 1591, Fas 
081944 0332 

LONDON 


NOVEMBER IB-19 

Global Asset Allocation 
Selfridge Betel. London. Learn how to 
expand yotrr portfolio and improve your 
performance, covering bnenntional 
equities and b om Is and other urveatmem 
marVeta. For further details contact Joyce 
Ferna n dez. Business Resewcb 
International (771 637 4383 

LONDON 


NOVEMBER 19 

RISKS IN BANKING- 
RECOGNITION AND CONTROL 
Contributors include: Geoffrey Bell, inks 
KrotL Brian Orion. Wolfgang Rieke. 
Brian Soouha. Spoosors: Oryforum. 

Tod die Ross, Wall Street lotnol Europe 
and S J BerwfaL Coeiacc Mare Lee 
TO (0223) 466744 Fax: 102251442903 


NOVEMBER 19 

RECESSION AND RECOVERY: The 
UK Eanoraor to foe 19Mb THE 
HENLEY CENTRE C u a fr i vrr 
Hew rapid will foe recovery be and haw 
well positioned b die UK for foe 
competitive rhaHegges of foe I990t7 
Contact: Jaequi Cons *IU: 071 3S3 996! 

FSx: 071 333 2899 _ 

LONDON 


NOVEMBER 19-21 

OFFICE ENVIRONMENT SHOW & 
WORKSHOPS Bmtraff Dealga 
Centre, 1 « *i np™ 

Facility management made easy: major 
aeppferc of afl protects aad acniees for 
foe office. Fin One-day Wortatup ■' 
bow 10 avoid £20.000 fines by 
mdcfftnodhig foe newEC Dbectiw an 
er g o no mics and YEHTs. Essential info for 
ofQee managers, users and gnctficn. 

TO IDEahibitiau 0895 622233. 

LONDON 


NOVEMBER 20-22 

NEGOTIATING WITH THE 
JAPANESE 

A seminar addressing foe issues of 

negotiating acrow tbe Euro-Japanese 
cultural frontier. Speaker - Mr Bill Reed. 
Contact: Customer Services. Frost ft 
Sullivan Ltd. 7fcl 071-730 3438. 

Foa: 071-730 3343. Quote ref 1091ft 

LONDON 


NOVEMBER 20-21 

1991 National Conference oa 
Integrated Pollution Control for 
tbe Process Indnstries. 

The e c o n o mic realities of IFC regulations 
- foe pitfalls vs the potentials. Convert 
environmental demands into financial 
opportmrtes. Cotanbucioos across foe 
board from government aad regularity; 
authorities to environmentalists ami 
leaders in foe indnstry. Cocoa: Customer 
Services, OR Scientific * Technical 
Division, 071 4120141 

LONDON 


NOVEMBER 25 & 26 

IT OU TSOU RCING AND 
FACILITIES MANAGEMENT 
A review of IT Outsourcing and Facilities 
m a na ge m e n t in the 1990's by some of foe 
leading expats in tbe marketplace. 

Conference Ogoniserx: UR Scientific & 
Technical Divirion. 

Ganna: Customs-Services an 
071 4120141 

LONDON 


NOVEMBER 28-29 

Benchmarking for Market 
Perf orm ance (in ass oci ati on with 
PIMS) Tbe Portman Inter- 
Cootlziaital Hotel 
This c onference wflJ locus oo how 
companies can develop competitive 
b en c hmar king to measure their 
performance and improve opmooc^. 
Contact io Bradley, Tbe Economist 
Conference Unit. 071 493 6711 

LONDON 

NOVEMBER 28-29 

KNOW YOUR COMPETITORS 
C o m p eti tor htfrlHcum 8e Analysis 
Cafe Royal. 69 Regan Street. 

Loadon WIR6EL 
Contact: Pterida Dontard. 

EMP IraejUgeocc Service, 

Tel: 071 4S7 5665 Rax: 071 935 1641) 

LONDON 

DECEMBER 2-3 

Tbe 6tfa larnmvflntoil Energy 
C on ference. 

Energy poficy: MarRetied or 
government- driven? 
convened by Tbe Royal Instimte of 
International Affairs. The British kudtntc 
or Enogy Economics and Dm 
bdernationsl Association for Bmgy 
Economics. To be held at Chat h a m 
House, London. Enquiries RIIA 
Conferences. Tel: 0719S7 5700: 
fiut: 071 957 5710 

LONDON 


DECEMBER 3 
DECENTRALISING LT. 
SERVICES 

The orntfuiJiLr. w rurt differ en t 
approaches tt> decenuaHsipg the provision 
of IT services and examines the problems 
and issues involved, including aligning IT 
organisation with business structure, and 
foe need for new managnn r n i processes 
and worting practices- Contact Business 
Intelligence. Td No. 081 944 1591 
Pa* No 081 9440332 

LONDON 

DECEMBER 10-11 

International Investment in 
Securitized Assets - Investor 
Forum 1991 

Tbe open debate for asset and mangage- 
hocked Invesuav Three panel tfiscmMioas 
will ensare maximum BudieDce 
participation. We look forward to hearing 
your views) Contact: Christine Moore. 
BRI. 071-637 4383. 

LONDON 


OCTOBER 22-24 

COALTRANS91 
Hold Inttr-ConUnrntal. Botin 
The 10th World Coal Hide and Transpor t 
Conference A Exhibition - (he in t erna tional 
coal industry's annual meeting place. 
Contact: Sonia Gotnm, CoalTnms 
Conferences Ltd, 54 Chum Qanmop Rd. 
Surrey KT4 SRI. UK 
TeL- +44 (0)81-3303911. 

Fax: + 44 (0)81-3305112 

BERLIN 

OCTOBER 30-31 

COMPETITIVE INTELLIGENCE 
Objectives. Systems. Teduriqiics and 
Analysis. Seminar presented by Kirk 
Tyson, author of Competitor InrdBgrnce 
Mante & Gnide. Hotel Baor Ao Lae. 
Zurich. Also in London 4-5 November. 
Contact: HB SA (Geneva) 

TO (41)22788 2751 
Rw: (41)227788 2726. 

ZURICH 

NOVEMBER 6-7 

Seeood l itimi a W ooa l Conference on the 
an torao ti ve iad nst ry and the em t iutiumil 
Presenting foe bacst devetopmeats InTtedDc 
Policies Jt aanagement: Automotive 
Materials'. Fuels & E mi e tiuo s & Strategic 
Mana ge menL 30 interaatioual ynlm will 
identity ways to integrate increasing 
transport de m ands with legitimate 
environmental concerns. Contact: 

CcMoiPcre Services. OR Scientific & 
THfinKn/ Dfvistou, 

071-4120141 

BRUSSELS 

NOVEMBER 7-8 

FTOnce, Investment and TVade with 

rniibiwluiabls 

To review political ami economic 
developments, opportunities for invesmem 

and busings. Ministers speaking: Dr 
Vladimir Dioaby, Dr Vddov Klaus, ing 
Jamlav Jnreefca and Ing Ivan Miklos. 
Enquiries: Praaacial Times 
TeL 071-925 2323 
Fas: 071-9252125 

PRAGUE 


NOVEMBER 14-15 

Ifedmoiogy Co-Operation to Match 

Global Competition. 

2ND European Sprint-Eacro Conference 
Speakers horn the CEC, 
govennnentsjadiistiy md research 
iii gimimri nn* will e iomiiy- how Europe 
could mdue bener strategic use of technology 
and research furafiug. 

Enquiries Carol Jcpling 
ERA Technology Ltd (UK) 

TeL 44 372 374151 
Rue 44 372 374496 

SEVILLE 

NOVEMBER 19-21 

Bustaem & luvcstment OppottanBks fat 
eastern Europe: Regiaoal and Industry 
Perspectives. 

Pla nEc o n . Inc.. DRl/McCnrw-HJH 
conference co-sponsored by Czech 
Mnwuy of ladnsoy on East European 
busmess prospects and investment climate. 
Contact Corlnoe Rcdoanet on 081 545 
6212. 

PRAGUE 


NOVEMBER 21-22 

European Venture Capital - Hype or 
Reality 

Rtrichotd, Schonbnmn. Vienna For forther 
details ple ase contact Mary Parker-Jervis. 
Busisess Research International oa 
071-6374383 

VIENNA 

DECEMBER 2-3 

Environment Protection Conference - 
Strategic and Competitive 
I mplic a Ho ng for the Chemical 
In dustr y 

Senior executives from Europe and the USA 
analyse foe challenges aad opport u nities fa 
developing constructive sdutious to current 
enviruamenial probJam. Cbganisem: 
Chemical Insight. E uro pe a n Chemical News, 
Book Allen A Ifamilroo A UR. 

Contact: IIR Scientific feTedmical Dtvukm, 
Customer Services on 071-412 0141 

BRUSSELS 

DECEMBER 3-4 

A foQow up to the green paper on Uk 
development of atnmlar ilaation 
Action for FOner Technological Convawaacc 
m Europe, sponsored by 
^^CENELEOCTSL inchK&m dlscusslou 
of tbe impticatioos for industry. 

Contam: Chariotte Tbormou, IBC Ltd 
Tel: 071 63743S3 
Bax: 07) 631 3214 

LUXEMBOURG 


OCTOBER 15-17 

**PMA SHOW. TELFORD 

BmmnoN centre 

The Ulfj biggest mochinay exUbition for 




s: 


«*W«»y manufocumr, represented. At lean 
SOaew machines for food, pbonuaccuticah, 
cofanetics, DfY Knanufactuim. etc 
Por tickets call 081-6818226, ■ 

Fax: 0SI4»i | M ] ) 

TELFORD 
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Countdown to the annual Financial Times Awards 


nttet raaoke^lled rooms, judges 
? ,dgn ’ a»ear; wbo -win win 

TL en-Nobdled? 

"tD^Cc Tbi3 newspaper has a long and 

» “**05 distinguished record with one particular 

cmL award- Hie Financial Hines was the 

first mte m a tionnl newspaper to take 

tv- f „ 'Ut arehtteetnreseriMsly antithetic 

<w ^pr^lingta 1 theannouncement of 

S*'* SfoafiSp k the winners of the “Financial Tunes 
ff® 1 ^ArcMtectnre at Work Award" fids year. 

3%&* - ig •■$a^TOn November 4 in the splendid 

surroundings of Inigo Jones's Banqneih 
**«a*c i^QhSfc Bouse In London's Whitehall, the ■• 
Secretary of State for the Bnvtamment 
eBSines^*^ co2m Michael Heseltine, will announce the 
jjv,.-. ‘-s cy winning names. 

Tit rs.' • ^ The award began life in 1967 as the 


'•y- 

-Jit TS- 


it C 


surroundings of Inigo Jones's Banqueting 
House In London's Whitehall, the ■• 
Secretary of State for the Environment 
Michael Heseltine, will the 

winning narnp^ ■ 

The award began life in 1967 as the 
»ay ibj “FT Industrial Architecture Award”, 

at Dar-4* 6 Sfc Looking back, there seemed to be a 
Vie* “s.ttuattR clearer sense of architectural purpose 

than is evident today. It was a thne when 
then seemed to be a lot of national 
clearing up to be done. Industrial sites 
in the post war years had become derelict 


and there was a confident spirit abroad 
in the world of the New Towns nourished 
by the spirit of the new white hot 
technology. It was a time when atomic 
power stations seemed to promise endless 
“dean” energy at the touch of a switch. 
Industry seemed to be about to undergo 
a transformation and the world of the 
factory, docking-in and “Workers’ 
Playtime” appeared to be almost 
banished. 

The objectives of the FT Award were 
to encourage British industry to 
commission the best architects to design 
the best buiUmgs. The first prize-winners 
in 1967 were a prophetic choice. A young 
firm founded in the early 1960’s called 
Team 4 wop the award for the Reliance 
Controls factory in Swindon. The two 
leading partners in the firm were Richard 
Rogers and Norman Foster. 

The judges in the 1970s unfailingly 
picked winners who were to become 
malar fo the next decades. 

Arup Associates working for IBM; Farrell 
and Grimshaw working for Hermann 


Miller; Michael Hopkins working for 
Greene King; and Plano and Rogers 
working for PA Technology. The award 
also Identified the creative clients, 
highlighting the few companies who 
saw good architecture and design as 
important elements in their affairs. The 
high quality of the best public authorities 
was also noted with prims for the Greater 
London Council Architects' Department 
and for the Development Corporation 
in Milton Keynes. 

The award was to change in 1982 as 
a response to the chang in g nature of 
industry and employment “Industrial 
architecture” did not seem to embrace 
enough of the new working world. 
Architecture affected peoples' lives in 
offices, in small high-tech assembly plants 
and in the new world of the business 
park. Even leisure, which once meant 
free time, had become an industry. 
“Architecture at Work” was the new 
title adopted in 1982, when the rather 
diverse joint winners were the 
radio-chemical centre for Amersham 


International pic by the Percy Thomas 
Partnership and the Humber Bridge by 
Freeman Fox and Partners - which was 
chosen as much for its structural de gawee 
as for its anticipated contribution to 
employment in the region. 

Architecture has become a much more 
discussed subject than it was in the early 
1960s. It is now undoubtedly considered 
to be hot media material - awards both 

major and minor have blossomed, and 
the awareness that good architecture 
means good business has slowly begun 
to be understood In the nation’s 
boardrooms. 

This year there were almost 100 entries 
for the FT Award. The judges represent 
the spectrum of architectural thfairiwg 
- Nicholas Grimshaw, architect of the 
Channel Tunnel Terminal at Waterloo 
and recent winner of the competition 

andJohn Outram, winner of the recent 
competition to Hpci^h the Judge 
Management Centre at Cambridge 
University and a radical thinker 


abwit the future of architecture. 

A feature of the FT Award has always 
been the inclusion of a distinguished 
layman with an interest in architecture 
on the judges’ panel and Lord Gibson, 
fanner chairman of the Aits Connell, 
tire National Trust, and of Pearson, has 
taken on this demanding role for several 
years. 

This year a short list of twelve 
significant buildings was visited by the 
jury. They are, in no particular order 

■ Exchange House, Primrose Street, 
London BC2: architects, Skidmore Owings 
and Merrill for Rosehaugh Stanhope 

Developments pic. 

■ Studios in Agar Grove Camden Town 

for Derw^^V^^ Holding pfo?**^ 

■ Broadgate, London ECl: architects, 
Arup Associates for Rosehaugh Stanhope 
Developments pic. 

■ Imagination Ltd, Store Street, London, 
WC 1 : architects. Hereon Associates 

■ Don Valley Stadium, Sheffield: 
architects. Design and Braid Sendees 


Sheffield City Council for Sheffield for 
Health Ltd. 

■ Four buildings at Stockley Park, 
Uxbridge, London for the Stockley Park 
Consortium Ltd: architects, Ian Ritchie, 
Arup Associates, and Trooghton McAslan 
Ltd. 

■ BMC House, Egham, Surrey: 
architects, Edward Cufiinan Architects 
Ltd, for the RMC Group pic. 

■ Milton House, Abingdon, Oxfordshire: 
architects. Aldington Craig and Collinge, 
for W JL Smith Ltd. 

■ Chilworth Research Centre, Romsey, 
Hampshire: architects, Ed ward Cuffinan 
Architects Ltd for MEPC Developments. 

From this list the judges have chosen 
a number of schemes to be highly 
commended a nd one outs tanding winner. 

I shall be describing those that reach 
tiie short list in more detail in the co ming 
weds.'nicy make a telling and 
twina+inp survey of the state of the 
art of architecture in Britain today. 

Colin Amery 


pSlPi The Grand Kabuki 


SfrS LYTTELTON THEATRE 

02 “any features to acclaim in this 

“ = T^r^* '^’-65 Grand Kabuki programme by the Sho- 

- syjass s?,: ■„_ chiku Company, the most exceptional is 

the art of the onnegata or female Imper- 
v'rf sonata* - an art demonstrated here at 

sr. ^ 1:3 b** J a highly sophisticated level and with 
’*v. ss astonishing and transporting skill. 

te Ll Bando Tamaburo V, today's star omte - 

tr Soto, makes his British debut in two 

girths"’-' radically dissimilar roles. No less 

remarkably. Nakamura Kankuro V, 

► 4t tf first seen in Narukand as the Samson 

to Tamasaburo’s Delilah, returns in 
Vqu Kagami-JIshf as the dancing girt Yayoi 
^ 5* 81111 then, transfigured, as the powerful 
«o:ks aai; and frenzied spirit of the the mythical 
‘= 6 tSSiiinite- shishi lion. 

*-* 7 f k These extraordinary performers, 

among the glories of world theatre 
••-•jr-nri-j. jj Pa ^. •• today, continue at the Lyttelton Thea- 
tre until October 19; and they are wor- 
thily framed by supporting players and 

__musicians. Though western culture sup- 

—----HT\i>Ues many superb, moving and/or hilar ¬ 

ious examples of female imp ersonation, 
'it remains true that to many of us the 
idea of female impersonation is gener- 
1 ally objectionable. Western drag usually 
I belittles and stereotypes women; mid 
; the degree of self-indulgence often 
r.r- involved makes matters worse. The ait 

. r*.rcr Cr:— I of the onnegata, however, is remarkably 

. j... • ’ i objective, and the female roles are com- 

| plex and powerful conceptions. 

, In Nantkam, a spoken drama with 
• „41-,,..,'V- ' ' lyric interludes of wmne, song and ath- 
.-.-rr "-:-: | j^ Tasabnro is the sly Princess 

^ i Taenia who, In disguise as a grieving 

\ "tii j widow, visits the celibate priest Nara- 

■ .. kami and plies hhn with «»Tawnn«Iy 

flavoured stories and sake. In this dead- 
lier-than-themale rale, tha key to 
greatness of Tamasabmo’s playing is 
that. Mr Taairm is always inscrutable. - 
Ifc first, he's marveSou^ sly and dan¬ 
gerous; then, in the big scene when _ 
Nurukami sleeps and Taenia climbs the 
J.MKl.R 14-ir steep mim-mountain to release the rain 
r^-c . dragon, he achieves an absurd kind cf 

..... .. - driven, desperate heroism. 

-■= Kankuro plays Narukami, catching 
. . . not only the susceptibility of the 
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Persuasive music in the air 


seduced male but then the massive 
vehemence of his later vengeful trans¬ 
formation into the thunder god. Noth¬ 
ing about him here is delicate. He’s all 
male - which makes him inno cently 
comic, pathetic and, when transformed, 
thrflhng All the more amazing, ♦hgr» 1 
when he appears in the next work, 

Kagami-Jishi, as the young Yayoi who, 
reluctantly, must dance. Quiet and fem¬ 
inine in a long kimono here, he keeps 
turning, bending, gesturing, always soft 
and refined in the use of his neck, 
knees and the hands which weave in 
the air the dance’s initial imagery. 

Later, Yayoi/Kankuro acquires two 
fans, which she/he spins and 
still gently and with poise. Finally she 
is given the lion mask, which starts to 
possess her, pulling her one way (snap¬ 
ping at butterflies) as she is facing else¬ 
where. After a dance by two child-size 
butterflies (performed by Kankuro’s 
two sons), Yayoi re-enters, now in lion 
form as shfaht, in gorgeous blue-and- 
gold robes with a long mane of white 
hair. The work’s cHma* is the huge 
rage of the hon, ga<r«fe«i from sleep by 
the butterflies. In which it thrashes its 
mane in accelerating circles and crash- 
jumps into sudden stamp-landings. 

With Kankur o, the rale of Ysyoi/Shishi 
is a tour de force, an enthralling meta¬ 
phor for the actor’s ait. 

The evening's last work is Sagi 
Musume. In tins kmg winter dance solo, 

Bando Tamasaburo V is the heron spirit 
of a girl who died unhappy in love. In 
one hnwiiM after another, she re-lives 
her happy past, dawrwa to folk music, 
recalls other rfrinatog Among the musi¬ 
cians, a tenor sing s with piercing sweet¬ 
ness. The snows start to fall, and now 
aha trims and fells in increasing h el p- 
iessness and torment This great solo, 
deeply jwetic ami humane, is the Win- 
terreise at the onnegata Tamasaburo 
commits himself utterly to his role. His 
co mbination of emotional intensity and 
cool delicacy is subfime. 

Alastair M ac a nl a y Tamasaburo: nomhiiMM; emotional intensity with cool delicacy 
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Playing Sinatra 


NO* I 

r. v H-y. i 


V S: K 


WAREHOUSE, CROYDON 

' Frank Sinatra comes to the Warehouse 
Theatre, Croydon as the absentee star 
of Bernard Kops’ latest play. Playing 
' Sinatra. This unpredictable and vicious 
^ tragicomedy about psychosis builds 
slowly and collapses improbably, ft 
makes no moral demands and offers 
no intellectual solutions - just like 
01’ Blue Eyes himself. But it is moving 
\ and affecting nonetheless. 

Norman is an agoraphobic psychotic 
who lives with his sister, Sandra, in 
t h e i r parents’ Streatham boose. He 
keeps food in the microwave and soft 
pom under the bed; she goes out to 
work, and comes home to his tantrums. 
Their querulous, introverted lives are 
crossed by Phillip, a tea-drinking 
mystic who looks like a spare part 


from Zen and the Art of Motorcycle 
Maintenance and arrives bearing a 
copy of the / Gang. 

He turns out to be a con man intent 
on duping Sandra into fiwawring an 
alternative meditation centre. The 
action Implodes during Norman’s 
violent birthday party when Sandra 
moves out and Phillip moves in. Behind 
it all - unbelievably - Norman finds 
Sinatra numbers and trivia for all 
occasions. 

This is not really a play about 
Sinatra, but about people who are 
obsessed with Sinatra; as such, it makes 
a sad spectacle: the singing weasel 
croons his way into the recesses of 
their consciousness and sets up a 
shrine there. 


Excepting Elvis, Sinatra is the singer 
at choice for vicarious livers - (me 
cannot imagine Ella Fitzgerald or 
James Brown haring the same effect 
The play tests Norman’s view of Dr 
Frank” as the panacea for all chilis; 
“without him", he says, “the world 
would he very dark." 

Kops has always been good at 
knocking stereotypes out of kilter, 
and there are some fine moments when 
his characters speak out of context; 
tor Sandra and Norman (nodding at 
Keats) Streatham is “all we know, it’s 
all we need to know”; and “Sinatra 
people don’t cause wars or commit 
, acts of terrible violence", Norman 
confides in between the shocking 
outbursts as his delusions thi ck en 


and his home life disintegrates. 

The direction (Ted Craig) is so good 
that the characters seem always to 
be naturally in place. The acting is 
first-rate throughout, with Ian Gelder 
(Norman). Susan Brown (Sandra) and 
Stefan Bednarczyk (Phillip) coaxing 
their implausible characters into 
believabflity. 

Alan Lawrence's sound montage 
deserves high praise; he works Sinatra 
and sound effects into a consistent 
whole. 

The overstuffed mature-bohemian 
set is apt, like the pattern of Norman’s 
mind, foil of stored-up junk and 
wall-to-wall Sinatra. 


Andrew St George 


Apart from politics the twin 
passions of David Mellor, now 
Chief Secretary to the Trea¬ 
sury but onoe briefly Arts Min¬ 
ister, are Chelsea Football Club 
»nd the London Philharmonic 
Orchestra. Sometimes he man¬ 
ages to merge them 

The big backer of Chelsea is 
Commodore, the computer 
company. Now, surprise, sur¬ 
prise, Commodore has come up 
with its first arts sponsorship, 
a £120.000 backing for the LPO. 
Indeed, it is the orchestra’s big¬ 
gest supporter at the Royal 
Festival Hall this season, spon¬ 
soring seven concerts. 

To make sure the link makes 
an impact, the LPO is putting 
some of its own advertising 
budget towards a £ 20,000 joint 
promotional rampatg n through 
cinema advertising and com¬ 
mercial radio. It Is the aim gif 
press adviser Judy Grahame to 
ensure that all major sponsors 
of the orchestra invest in pro¬ 
motional advertising cam¬ 
paigns. 

Some each development is 
needed because sponsorship is 
much hardpr to fmd this sea¬ 
son. One company tried to 
withdraw from sponsoring an 
LPO concert because it was 
reluctant to be seen spading 
the money when it had just 
anwnnnnpd a sharp fall fo prof¬ 
its. In the event it is going 
ahead, but cutting out the 
after-concert party. 

The four big London orches¬ 
tras have become more depen¬ 
dent on prwnnHBrriai backers as 
their Arts Council subsidy has 
steadily declined Commodore 
has greatly improved the 
LPO’s showing, raising reve¬ 
nue from this source by more 
than £100,000 on the 199041 
season, to £825J)00 for London 
alone. 

In the main the orchestras 
have not done badly at raising 
sponsorship in a hard eco¬ 
nomic climate. They may sot 
have achieved the higher tar¬ 
gets they set themselves for 
this season - and there are 
onsponsored concerts at the 
Royid Festival Hall which in 
previous seasons would have 
attracted backers - but their 
main concern is raising money 
for 1992-93. 

The RPO is starting this sea¬ 
son with £850,000 in sponsor¬ 
ship cash — roughly the gawp 
as last season, but below tar¬ 
get, This figure includes 
£2504X0 tram CeUaet and Euro¬ 
pean Vinyls to finance a tour 
of EC capitals in the spang. 
Tbs FhUhkrmania has brought 
in roughly the same as last 
year, around £500,000, and is 
relieved that its biggest backer, 


what was Nissan UK but, after 
a dispute with Japanese Nis¬ 
san, is now called the A&F 
Group, is maintaining its ten- 
concert, £150,000 support. 

The LSO expects only a mod¬ 
est increase in sponsorship for 
its London concerts and has 
£525,000 pledged to date, in 
spite of its recent critical suc¬ 
cess and extra money from the 
City and the Arts CounciL 
There are still concerts at its 
Barbican home waiting to be 
sponsored by any company 
with £15,000 to spare (This is 
the going rate for a London 
concert, although orchestras 
have been known to take less 
m extremis.) However, for its 
tours of the US Japan next 
year the LSO is getting 
£500,000 from Takeda, the Japa¬ 
nese chemical company. With¬ 
out the Japanese companies, a 
fixture for all the major London 
orchestras would be hard to 
guarantee. 

•k 

Last week the tobacco compa¬ 
nies were subject to yet m ore 
restrictions on their freedom to 
advertise. Not surprisingly 
they are eraTnining alternative 
avenues of promotion and are 
thinking hard about the arts. 
The wheel has turned fun cir¬ 
cle. In the 1970s, when corpo¬ 
rate arts sponsorship first sur¬ 
faced as a concept, the 
Association for Business Spon¬ 
sorship of the Arts (ABSA) was 
virtually a creation of the 
tobacco companies. Its first 
office, in 1976» was in the head¬ 
quarters of Imperial Tobacco. 

Then the tobacco companies 
lost interest in the arts, and. 
apart from a few marginal 
investments, like the SQk Cut 
jazz concerts and the Benson & 
Hedges design awards, pres¬ 
ented last week, they have 
played little part in the growth 
of the industry. They reckoned 
that the arts were not an effec¬ 
tive way of marketing brands, 
and many leading arts organi¬ 
sations, like the Royal Shake¬ 
speare Company, were unwill¬ 
ing to accept money from the 
tobacco industry anyway. 

The chief executives of 
tobacco companies are still 
asking the arts to prove that it 
can promote brand awareness 
as well as massage the corpo¬ 
rate image and provide oppor¬ 
tunities for corporate hospital¬ 
ity. But companies like 
Gallaher are aware that the 
drinks companies, notably the 
brewers, are promoting brands 
through sponsored arts events. 

One problem has been the 
advertising agencies, which 
prefer the substantial commis¬ 
sions they receive from display 
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TODAY’S EVENTS 


■ AMSTERDAM 

Concertgebouw 20.15 Hartmut 
Haenchen conducts the 
Netherlands Philharmonic 
Orchestra in Mahler's Fourth 
Symphony and Blumine, plus 
Mozart's aria K538 with soprano 
Alexandra Coku, also Wed. 
Tomorrow: The Dubliners in 
concert Thurs: Handel's Roman 
Vespers. Fri: Jean-Philippe Co I lard 
plays Tchaikovsky's First Piano 
Concerto. Sat Valery Gergiev 
conducts Prokofiev. Sun: Verdi's 
Requiem (6718 345) 

Muziektheater 20.00 Alberto Zedda 
conducts Dario Fo's production 
of Jl barbiere di Siviglia. Runs dll 
Oct 25. with next performances 
on Thurs and Sun. Fri and Sat 
Dutch National Ballet (6255 455/ 
credit card bookings ©211 211) 

■ BERLIN 

UUS4C ^ ... J 

Schauspielhaus 20.00 Gunter Wand 
conducts the Berlin Radio 
Symphony Orchestra in Bruckner's 
Fifth Symphony. Thurs: Moscow 
Chamber Orchestra. Fri: Rafael 
Fruhbeck de Burgos conducts the 
Orchestra of the Deutsche Oper. 
Sat and Sun: Herbert Blomstedt 


conducts Bruckner's Sixth (East 
Berlin 2272 261) 

PhlUiarmonfe Kammermusflssaal 
20.00 George Malcolm conducts 
the Deutsche Kammerphilharmonie 
In a Mozart programme, with 
Andraa Schlff soloist in Piano 
Concertos K491 and K449. Wed, 
Thurs, Fri, Sat Semyon Bychkov 
conducts the Berlin Philharmonic 
Orchestra (West Berlin 2614 383) 
Staat 80 per (inter den Linden 19.30 
Zar und Zimmermann, comic opera 
by Lortzlng. Tomorrow: Wolfgang 
Rennert conducts Salome. Wed 
and Fri: I vesprl siciliani. Thurs: 
choreographies by Balanchine, 
William Forsythe and Marc 
Bogaerts. Sat Der fUegende 
Hollander. Sun: Pelteas et 
MAIisande (East Berlin 2004 762) 
THEATRE 

East Berlin: this week's repertory 
at the Berliner Ensemble includes 
Schweyk tonight and Sun, Mother 
Courage tomorrow, Baal on Wed 
and a Kurt Weil/ evening on Sat 
(2827 712). The Deutsches Theater 
Kammerspiele has Ibsen’s Ghosts 
tonight and a new single-evening 
adaptation of Shakespeare's Henry 
VI on Wed (2871 226). The Maxim 
Gorki Theater has Shakespeare’s 
As You Like It tomorrow, George 
Tabori's Mein Kampf on Wed and 
Chekhov's Three Sisters on Fri 
(2082 748). The Volksb&hne Is 
showing Moliere’s Le Malade 
imaginaire tomorrow and Sun, and 
a dramatisation of Bulgakov’s The 
Master and Margarita on Thurs 
and Sat (2082 748). 

West Berlin: the SchaubQhne has 
Andrea Breth's new production 
of Arthur Schnltzlerts The Lonely 
Road (1904) on Thurs and Sun, 
and Luc Bondy's production of The 
Winter's Tale on Sat (890023). The 
Schiller Theater repertory includes 


Schiller’s Die Rauber on Fri and 
Goethe’s Faust Part One on Sat 
(3195 236). The Renaissance 
Theater has Peter Shaffer's 
Amadeus directed by Gerhard 
Klingenberg, dally till Oct 29 (3124 
202 ). 

■BOLOGNA 

Teatro Comrminale 21.00 Shlomo 
Mlntz is conductor and violin 
soloist in a Haydn and Brahms 
programme with the Israel 
Chamber Orchestra. Tomorrow 
and Wed: Ballet de Monte Carlo 
in choreographies by Roland Petit 
Fri and Sat Daniele Gatti conducts 
the Orchestra of the Teatro 
Communale in Mahler's First 
Symphony (529999) 

■ CHICAGO 

Lyric Opera 19.30 Bruno Bartolettf 
conducts Robert Careen's 
production of Mefistofele, with 
Samuel Ramey in the title role, 
Aprils Miilo as Margherita and 
Bruno Beccaria as Faust 
Tomorrow and Fri: Barber's Antony 
and Cleopatra. Sat Le nozze di 
Figaro (332 2244) 

■ DRESDEN 

Semperoper 20.00 An evening of 
chamber music with members of 
the Staatskapelle, including string 
quintets by Mozart Tomorrow: 
Janacek’s Osud. Thurs: Entfilhrung. 
(4842 731) 

■LONDON 

Coliseum 19.30 Guido 
Ajmone-Marsan conducts 
Jean-Claude Auvray's production 
of La bohdme, with Vivian Tierney 


as Mimi, Joseph Evans as Roldolfo, 
Alan Opie as Marcello and Lesley 
Garrett as Musetta, also Thurs 
and Sat Tomorrow, Wed and Fri: 
The Mikado (071-836 3161) 

Royal Festival Hall 19.30 Klaus 
Tennstedt conducts the London 
Philharmonic in Wagner's Siegfried 
Idyll, Meistersinger overture and 
first act of Die Walkure, with 
soloists including John Tomlinson 
and Eva-Maria Bundschuh, 
repeated on Thurs. Tomorrow: 
Esa-Pekka Salonen and the 
Philharmonia continue their 
Debussy and Stravinsky series. 
Wed: Arturo Tamayo conducts the 
BBCSO. Sat Tokyo Symphony 
Orchestra. Sun: Marias Jansons 
conducts the London Philharmonic 
(071-928 8800) 

■ MUNICH 

Staatsoper 20.00 Erich Lelnsdorf 
conducts the Bavarian State 
Orchestra in Beethoven's overture 
The Consecration of the House 
and the Second and Sixth 
Symphonies, repeated tomorrow. 
Wed and Fri: Cardlilac. Thurs: 

L’Italians in Algeri with Agnes 
Baltsa. Sat Le nozze di Figaro. 

Sun: Cinderella (221316) 
Gfotnerplatztheater 19.30 
Boccaccio, opera by Suppb, also 
Fri. Tomorrow: Tiefland. Wed: 
Sondheim’s Into the Woods. Thurs: 
A Midsummer Night’s Dream ballet 
(201 6767) 

PhUharmoirie 20.00 Choral concert 
by the Thomanerchor of Leipzig, 
with music by Bach, Bruckner, 
Brahms, Schubert and others. 
Tomorrow: Andras Schlff plays 
Mozart piano concerts wife the 
Deutsche Kammerphilharmonie. 

Fri; John Eliot Gardiner conducts 
the North German Radio Symphony 


Orchestra in music by Mozart, 
Mendelssohn and Rakhmaninov. 
Sat Neeme J&vl conducts the 
Gothenburg Symphony Orchestra 
(48098 614) 

Herkulessaal der Resfdenz This 
week’s concerts include a song 
recital by Carlo Bergonzi on Wed 
and a programme of Mozart piano 
concertos played by Paul 
Badura-Skoda on Sat (299901) 
Deutsches Theater Starting 
tomorrow at 20.00, the all-black 
Alvin Alley American Dance 
Theater gives dally performances 
till Sun (593427) 

Kammerspiele 19.30 Der blaue 
Boll, play by Ernst Barlach directed 
by Hans Lietzau, also Thurs. 
Tomorrow: Mol tore's Don Juan. 

Fri: Goethe's Stella directed by 
Thomas Langhoff (23721 328) 
Prinzregententheater 19.30 
Shakespeare's Coriolanus directed 
by Steve Berkoff, also Sun. 
Tomorrow and Sat Ronald 
Harwood's play The Dresser 
(225754) _ . 

■ NEW YORK 
Carnegie Hall 20.00 Murray Perahla 
plays three Mozart piano concertos 
wfth the Orpheus Chamber 
Orchestra. Sun: Lawrence Leighton 
Smith conducts the American 
Composers Orchestra in a new 
music programme, with Emanuel 
Ax piano soloist (247 7800). 
Tomorrow in Alice Tully Hall: Lucia 
Popp recital (721-6500) 

Metropolitan Opera 20.00 James 
Levine conducts Don Giovanni with 
a cast including Ferruccio 
Furlanetto and Ruth Ann Swenson, 
also Sat Tomorrow; Idomeneo. 

Wed and Sat matinee: tin ballo 
in maschera. Thurs: new 
□reduction of La fanciulla del West 


with Domingo. Fri: Die Zauberflote 
(362 6000) 

■ VIENNA 

MUSIC AND DANCE 
Staatsoper 20.30 La Sylphide. 
Tomorrow: Tosca. Wed and Sun: 
Abbado conducts Boris Godunov. 
Thurs: II barbiere di Siviglia. Fri: 
Der Rosenkavaller. Sat Le nozze 
di Figaro (51444 2960) 

Volksoper 19.00 Karl Zeller's 
operetta Der Vogelhandler, also 
Fri. Tomorrow and Sat La Cage 
aux Folles. Wed: GrSfin Mariza. 
Thurs: Der FrelschQtz. Sun: Tod 
in Wien, new BPiart ballet with 
music by Mozart (51444 3318) 
MusScverefai 19.30 Paul Freeman 
conducts the Chicago Slnfonietta 
in music by Bernstein, Gershwin, 
Copland and Barber. Wed, Thurs 
and Fri: Georges Prfitre conducts 
Mahler’s Sixth (505 8190} 
Konzerttiaus 19.30 Dave Brubeck 
Quartet Thurs: Atlanta Symphony 
Orchestra. Fri: Honegger’s Le roi 
David. Sat and Sun: Vienna 
Symphony Orchestra plays 
Schumann and Berg (7124 6860) 
THEATRE 

This week’s repertory at the 
Burgtheater includes The Merchant 
of Venice (tomorrow), Hugo von 
Hofmannsthal's Der Schwierige 
directed by JQrgen Flimm (Wed 
and Thurs) and Goethe's Clavlgo 
directed by Claus Peymann (Fri, 
Sat Sun). The Akademletheater 
repertory includes Othello on Fri 
and two weekend performances 
of Brecht’s The Good Person of 
Sezchuan (51444 2218) 

Telephone sales of tickets for the 
Staatsoper, Volksoper and 
Burgtheater are available 
worldwide for holders of credit 
cards by ringing Vienna 5131 513 


advertising to any fees they 
might grab from gniding cli¬ 
ents through the tricky world 
of the arts. Bat in the future 
we can expect quite substantial 
tobacco flwanrarf SpOQSOrShfoS, 
with leading arts companies 
swallowing their ethical doubts 
in favour of the money. 

k 

Sponsors are slow to ca«h fo on 
the growing popular craze far 
opera but one of the trendiest 
ice cream wiaiaan, Hagen-Dazs, 
will shortly announce that it Is 
to support the equally trendy 
Opera Factory fo its revamped 
Don Giovanni, which returns 
to the Queen kHahet h Hall fo 
November. 

The up-front money is 
£15,000, but because Hdgen- 
Dazs is a first time sponsor 
Opera Factory could get 
another £15,000 under the Busi¬ 
ness Sponsorship Incentive 
Scheme. If the relationship 
progresses as planned we coold 
well see the sexier opera sing¬ 
ers selling foe cream as well as 
their bodies in those raunchy 
ads fix- the product 

It 

One of the smartest decisions 
of the Arts Council was to 
embrace the concept of spon¬ 
sorship. Initially it was scepti¬ 
cal about the growth of an 
alternative form of arts fund¬ 
ing, hut these days it is ABSA 
that is more suspicions about 
the success of the Council fo 
raising money from sponsors, 
mainly for innovative projects. 
ABSA fears, that is that it is 
selling cheaply its prestige and 
influence. 

The latest coup by the Coun¬ 
cil’s Sponsorship Unit is Image 
90s, under which ten young 
photographers will receive 
commissions of £3,000 each and 
a guaranteed show at the 
National Theatre. The project 
is sponsored by Greene King, 
the brewers, which, with one 
eye on the sponsorships of 
Becks Bier and Holsten Pils, is 
keen to use the arts to give its 
IPA bitter a contemporary 
image. The total commitment 
of £50,000 includes Athena 
International publishing the 
winning photographs fo poster 
form. 

Other Arts Council sponsor¬ 
ships are £3,000 from UNUM, 
which specialises fo disability 
insurance, to pay far the Coun¬ 
cil’s new directory on the arts 
and disability, and £10,000 from 
B4E, the library software spe¬ 
cialists, which will enable arts 
companies seeking sponsorship 
to receive hard copy data from 
the Council's library. 

Antony Thoracroft 


European Cable and 
Satellite Business TV 

(all times GET) 

MONDAY TO FRIDAY 
Eurosport 

0800-0830 international Business 
report 

CNN 

07300600 Monayflne 
1230-1300 Business Morning 
1330-1400 Business Day 
20004030 World Business Today 
- a Joint FT/CNN production with 
a review of business stories 
2300-2330 World Business Today 
01000130 Mon Byline 
SuperefnniMf 

2130-2200 (Tubs) East Europe 
Report - weekly financial report 
from FTTV. 

2730-2200 {Wodj FT Business , 
Weekly • the latest round-up of 
business news with James Bellini 
and Debbie Middleton. 

21304200 (Thurs) TaBdng Heads 
Sky News 

1200 international Business 
Report 

1130. 1730, 2130, 0430. 0630 
(Thurs) FT Business Weekly 

SATURDAY 

CNN 

07304000 Moneyline 
0900-0830 World Business This 
Week - a joint FT/CNN production 
1340-1610 Moneyweek 
1900-1030 World Business This 
Week 

2110-2140 Your Money 

SUNDAY 

Suparchamwf 

1800-1830 FT Business Weekly 
Sky New s 

1390. 1680. 2030. 0030, 0230 FT 

Business weekly 

CNN 

071M74Q Moneyweek 
1340-1400 Inside business 
1540-1610 Your Money 
1800-1830 World Business This 
Week 

1040-2000 inside Business 
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UK defences §§ 


SINCE THE dismantling of the 
Berlin Wall in November 1988 
it has been clear that defence 
contractors in both east and 
west are inescapably threat 
ened with secular decline- It Is 
one of those rare instances 
where decline can be enthusi¬ 
astically welcomed. But there 
remains a challenge for policy 
In reducing the human cost of 
shrinkage an d in securing an 
orderly adjustment in a high- 
technology industry that 
accounts for a large proportion 
of manufacturing employment 
There could be no better guide 
as to how not to tackle the job 
than the exhortation by former 
British Aerospace (BAe) chair¬ 
man Sir Roland Smith in a let¬ 
ter to the Labour leader, Mr 
Nell Kirmock, leaked last week. 

Sir Roland's shopping list, 
which was apparently des¬ 
patched in June without the 
knowledge of other top execu¬ 
tives at BAe, reflects precisely 
those priorities that help 
explain why the economic per¬ 
formance of countries with a 
high proportion of defence 
expenditure in GNP has tended 
to lag behind that of their less 
military competitors. Pleas for 
a protected home market, calls 
for costs to be given lower pri¬ 
ority than “maintaining the 
long-term national manufactur¬ 
ing interest”, demands for a 
closer relationship between 
Industrialists and civil ser¬ 
vants in the Ministry of 
Defence, plans for maximising 
exports to enhance the balance 
of payments - all the old argu¬ 
ments are there, but with a 
new twist, whereby the anti¬ 
competitive case is put primar¬ 
ily in terms of the sanctity of 
manufacturing Instead of 
national security. 

Economic drawbacks 

By now even the British gov¬ 
ernment, which traditionally 
spends more, relatively, on 
defence than Its European 
counterparts, is conscious of 
the economic drawbacks. An 
awareness of the mismatch 
between the scale of costs and 
national markets has resulted 
in a more collaborative 


approach to defence projects 
within Europe, even if the divi¬ 
dends have been slow to mate¬ 
rialise. At the same time the 
industry’s tendency to gener¬ 
ate much higher internal rates 
of inflation than those that pre¬ 
vail in the wider economy, 
largely thanks to the govern¬ 
ment’s role as monopoly buyer, 
has caused the UK government 
to look to the US and Europe 
for Important purchases. 

Civilian spin-offs 
The underlying economic 
case against putting a brake on 
the run-down is simply that 
defence spending involves both 
huge distortion and waste. 
Although there are civilian 
technological spin-offs, these 
are hard to quantify and proba¬ 
bly diminishing. In practice, 
the private sector seems to 
have become more fertile of 
late in producing technological 
breakthroughs. The experience 
of the Soviet Union at one 
extreme and that of Germany 
and Japan at the other pro¬ 
vides pragmatic support for the 
arguments of the sceptics. 1 
Yet the disruption Involved I 
In running down the industry 
should not be minimis ed. 
Labour’s answer is a defence 
diversification agency. Its crit¬ 
ics can argue that picking 
diversification options is as 
luckless a task for government 
as any other variant of the 
pinking winners game In any 
case, cant the market be relied 
upon to accomplish the adjust¬ 
ment? The problem is that 
throughout Europe, the labour 
market’s ability to generate 
new jobs has been poor and 
shows no signs of improve¬ 
ment; and British Aerospace’s 
history of hasty diversification 
through acquisition suggests 
that Britain's hyperactive capi¬ 
tal markets may be as much a 
snare as a help to adjustment 
Labour’s only ready valuable 
contribution to this debate is 
the emphasis it is placing upon 
training. Where the shortcom¬ 
ings of the takeover market are 
concerned, none of the main 
three parties has anything 
very attractive on offer. 


After Kaifu 


IT IS (me of the paradoxes of 
modem Japan that a politi¬ 
cian's public popularity bears 
little resemblance to his power. 
Equally, a politician may be 
disgraced, even forced from 
office by scandal, and yet con¬ 
tinue to exert great influence 
behind closed doors. 

The demise of Mr Toshiki 
Kaifu as prime minister and 
the assertion of authority by 
his predecessor but one, Mr 
Noboru Takeshita, represents 
only the latest example of this. 
A decade ago, Mr Zenko Suzuki 
was a reasonably popular, if 
bnmbling, prime minister, 
while real power flowed from 
Mr Kakuei Tanaka, even 
though he was under indict¬ 
ment on bribery charges in the 
Lockheed affair. 

Mr KaifU's illusory strength 
was that he was clean while all 
about him were not Mr Tak¬ 
eshita was forced out by the 
Recruit scandal; bis successor, 
Mr Sosuke Uno, resigned after 
a mistress embarrassed him . 
More recently, two rising stars, 
Mr Ryu taro Hashimoto, the 
finance minister, and Mr Ichiro 
Ozawa, the ruling party’s sec¬ 
retary general, have been vari¬ 
ously waylaid. 

But all these events never 
really changed the power 
structure inside the Liberal 
Democratic party. Nor, apart 
from a salutary scare in the 
Upper House elections In 1989, 
did it affect the electoral stand¬ 
ing of the LDP. 

The LDP functions on pure 
machine politics. Mr Kaifu 
came from the smallest and 
poorest of the five main fac¬ 
tions. and thus could only sur¬ 
vive on the sufferance of the 
others. His role, therefore, as 
prime minister was limited to 
the few prerogatives attached 
to his office. Conventionally, 


he tried to forge a personal 
relationship with the US presi¬ 
dent, but, after Iraq Invaded 
Kuwait, he was reminded that 
even this could mean little. He 
fought for more assistance to 
the Gulf war effort th^n Mr 
Hashimoto, holder of the purse 
strings, was prepared immedi¬ 
ately to authorise. The reason 
for his going last week - his 
own party's rejection of modest 
political reform - underlined 
the limits of his writ 

It follows that not too many 
hopes, or fears, should be 
vested in his successor. If it is 
a powerful faction leader, such 
as Mr Takeshita or his nomi¬ 
nee, then a little more might 
be expected. But it will be 
recalled that long before he 
was undone by Recruit, he was i 
increasingly opposed Inside the I 
LDP, and outside, because he 
rammed through the unpopu¬ 
lar new sales tax. 

It is, however, to be regret¬ 
ted that Mr Haifa's departure 
is unlikely to lead to a genera¬ 
tional change at the top. What¬ 
ever their personal merits, men 
like Mr Hashimoto and Mr 
Ozawa are more interested in 
the substance of policy and in 
Japan’s external relations. 
That they will have to wait 
their turn may be a relief t& 
Japan’s bureaucrats, but it 
inhibits Japan's global political 
role. 

But there is no evidence that 
the Japanese themselves are 
discontented with the way they 
are governed. The political sys¬ 
tem may be murky and prone 
to corruption, but it still deliv¬ 
ers internally most of what is 
expected of it, which Is more 
than can be said of many other 
democratic governments. At 
least it can be said of Mr Kaifu 
that he kept the Japanese 
show on the road. 


ANC economics 


AGAIN and again, the African 
National Congress fails to 
think realistically beyond 
apartheid to the daunting eco¬ 
nomic problems which lie 
ahead for South Africa. 

Over the past fortnight. ANC 
leaders have pledged allegiance 
to nationalisation, then with¬ 
drawn this pledge; threatened 
to renege on foreign loans, 
backtracked, and then threat¬ 
ened anew. Officials contradict 
each other, with scant regard 
for the damage dons. Mr Nel¬ 
son Mandela, the president, is 
among the worst offenders, 
reverting to the tired phrases 
of the 1955 Freedom Charter - 
promising to nationalise 
mines, banks and “monopoly 
industries”. 

Today, ANC officials meet 
US businessmen at Notre 
Dame University in Indiana to 


discuss investment in South 
Africa. In the privacy of the 
conference, ANC officials will 
downplay the rhetoric and 
investors will be assured that 
nationalisation will he used 
primarily to ensure supply of 
basic services such as health, 
transport, and electricity. 

But they should remember 
that industrial nationalisation 
strikes a deep chord in the 
ANC. Afrikaner socialism 
made the volk rich. It is 
argued, and many ANC offi¬ 
cials believe a post-apartheid 
state can do the same for 
blacks, ft is time for ANC lead¬ 
ers to recognise the outmoded ; 
nature of tills argument and j 
set out a dear economic strat- 1 
egy. In so doing, they would 
dissipate some of the confusion 
which continues to frighten 
away potential investors. 


N ot for a decade have so 
many sharp-suited bankers 
headed from New York and 
London to Latin America. 
In less than two years, the region has 
moved out of the fliumriai wilderness 
gnri back into fashion for the first 
tiinA since the third world debt crisis 
broke in 1982. 

Investors have been lured by the 
rich pickings to be made in Latin 
American stock and bond markets. 
Argentina’s stock market, for exam¬ 
ple, has risen 291.2 per cent in dollar 
terms since the beginning of this 
year. Bonds issued by Mexico under a 
debt restructuring with foreign banks 
in March last year are among the 
most actively traded in the interna¬ 
tional bond markets; they have made 
returns for investors of 65 per cent 
since they were issued. 

Portfolio investors are excited 
about Latin America partly because of 
the paltry returns on more conven¬ 
tional investments. With the Rngjish- 
speatong countries only now emerg¬ 
ing from recession and growth slow¬ 
ing elsewhere, returns in the industri¬ 
alised economies have been miserly. 
This is in stark contrast to the 1980s, 
when investors lost Interest in the 
so-called developing emerging mar¬ 
kets to pursue more exciting options 
in rich countries. 

The revival has extended into direct 
Investment finance to build factories 
and establish businesses. According 
to the Organisation for Economic 
Co-operation and Development, flows 
of frnan«» into Latin America from all 
private sources rose to almost $24bn 
last year from H5bn in 1969 and only 
$6bn in 1986. 

This change of heart over Latin 
America is not purely a reflection of 
the lack of investment alternatives. It 
is also linked to fundamental changes 
in the region over the past few years. 

First, the 1989 debt initiative of the 
US Treasury Secretary, Mr Nicholas 
Brady, shifted the focus of interna¬ 
tional debt strategy. Previously it bad 
been aimed at enabling debtor coun¬ 
tries to grow out of their problems 
through further borrowings. The ini¬ 
tiative envisaged, for the first time, 
banks making concessions to debtor 
countries to help ease their repay¬ 
ment schedules. 

Mexico won the first such agree¬ 
ment from banks, completed in March 
last year. It marked a watershed for 
the country. Although the conces¬ 
sions were modest, they engendered 
the confidence of investors inside and 
outside the country. 

The Brady initiative reflects a gen¬ 
eral shift of approach by the US, 
which no longer sees the region as a 
battleground for the cold war. Ameri¬ 
can policy in Latin America (with the 
exception of Cuba) has in recent years 
placed more emphasis on economic 
partnership than on the political hue 
of Latin governments. Overwhelm¬ 
ingly, these governments are now 
elected and military dictatorship a 
rarity, in contrast with a decade ago. 

Most important for investors has 
been the burial of the old state-domi¬ 
nated model of economic development 
in Latin America, which is almost 
universally seen as having failed. 

State enterprises are bring sold to 
private investors across the continent, 
economies are being opened up to the 
outside world as import tariffs are 
lowered, governments are making 
serious efforts to keep fiscal deficits 
under control, and the role of the 
market recognised. The climate for 
investment in many countries has 
thus been improved radically. 

Tbe transition is furthest advanced 
in Mexico and Chile. Mr Rudy Dom- 
busch, economics professor at Massa¬ 
chusetts Institute of Technology, says: 
“Mexico is perceived by the world 
capital market as the next Spain. In 
fact, Mexico may be doing better." 

Research by Wall Street and City of 
London investment banks on the 
region have proliferated. In an assess¬ 
ment last month of sovereign bonds 
issued by developing countries, Salo¬ 
mon Brothers says that bonds issued 
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Recession and poor returns have left 
investors looking for options. Latin America 
offers rich pickings, writes Stephen Fidler 
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by Chile and Mexico should soon lose 
their “junk bond” stigma. 

Says Mr Paul Luke of Chartered 
WestLB, a London-based merchant 
banking group: “One is seeing a grad¬ 
ual transformation of Latin America 
Into an inveatmentgrade region of the 
world.” Salomon concurs: “We believe 
that Chile already warrants an Invest¬ 
ment-grade credit rating" - meaning 
that its bonds are suitable purchases 
for conservative investors in the US 
- “while Mexico is close behind; 
Venezuela deserves mention in this 
category. Smaller countries that have 
made advances include Uruguay and 
Costa Rica. Colombia remains sound 
from an economic perspective." 

Unlike Mexico, Venezuela and 
Chile, neither Argentina nor Brazil 
has reached agreement with bank 
creditors. None the less, the money is 
flowing in. 

Brazilian officials estimate that in 
the first seven months of tins year, 
inflows to the country totalled 96bn. 
They reckon that by the end of the 
year the capital influx will amount to 
flObn. Both Argentina and Brazil 
have been able to raise funds on the 
Eurobond market Funds are flooding 
into the thin stock markets of both 
countries on the premise that if the 
economies experience an upturn those 
in early will make the killings. 

A Eurobond for Argentina brought 
to market last month by JP Morgan, 
the New York bank, was greeted so 
enthusiastically that it was eventu¬ 
ally expanded from flOOm to $300m. 
Although the cost to Argentina was 
high, more than 11 per cent for one- 
year money, raising money In tfrtfl 


way would have been unthinkable 
even a year ago. 

The investment inflow is easing 
worries in Latin America that the 
emerging democracies of eastern 
Europe win divert funds away from 
the region. Foreign institutional 
investors say Latin America offers a 
number of advantages over Asia and 
east Europe. 

• The rules that limit foreign equity 
investment in many emerging Asian 
markets, such as South Korea and 
Taiwan - for example; to country 
funds or convertible bonds issued by 
a few companies - do not apply in 

Most important for 
investors has been the 
burial of the old 
state-dominated model 
of economic development 


many countries in Latin America. 

• There is also a wealth of invest¬ 
ment vehicles. Even the bank debt 
that created the debt crisis can be 
bought and sold by investors - usu¬ 
ally at significant discounts to face 
value - in an active secondary mar¬ 
ket. Mexico's privatisation pro¬ 
gramme, culminating In the sell-off of 
the telephone monopoly which raised 
more than $ 2 bn from international 
markets, has stimulated foreign 
equity investment and has been fol¬ 
lowed by similar strategies elsewhere 
in the region. Mexican companies are 
lining up to follow earlier successes in 


raising equity finance from foreign 
markets; and some have also success¬ 
fully issued Eurobonds. 

• More adventurous investors have 
also been exploring Latin America's 
domestic capital markets, markets 
which in other parts of the world are 
often dosed to outsiders or simply do 
not exist, as in eastern Europe. 

• Many Latin American economies 
(and therefore markets) have another 
advantage over eastern Europe - the 
potential for a return of flight capital, 
money salted overseas in part to 
avoid the wealth-destroying economic 
policies of successive governments. 

Flight capital from Mexico, esti¬ 
mated at Its peak to have reached 
$60bn in the mid-1980s, is returning 
home. Countries such as Argentina 
(though not Brazil, where capital 
flight was a lesser problem), thus 
have a huge pool of potential invest¬ 
ment funds. Their return would pro¬ 
vide an acid test of confidence in eco¬ 
nomic policy. 

The OECD survey states: "The 
recent Mexica n (and Chilean) experi¬ 
ments suggest that the potential for a 
smooth use of flight capital to finance 
or re financ e Latin America is consid¬ 
erable." 

Despite the numerous factors that 
have attracted investors to Latin 
America recently, there are those who 
worry that the excitement may have 
got out of band. 

Investors have done well out of 
Mexico in the past 18 months. But 
investment-grade status for Mexico 
may perversely make Mexican gov¬ 
ernment paper more difficult to selL 
Some investors, particularly in the 


bond market, have already lost later- ' r' 
est in Mexican bonds as their yields * 
have fallen both because of the court- 
try's shrinking risk premium and 1 
lower US Interest rates. In 1989, one of 
the first of tbe new Mexican wave of -. 
Eurobonds was brought to market at. 
more than 9 percentage points ova * 
benchmark US Treasury bonds; now 
Mexico raises money at 2ft points 
over US Treasuries. 

*T honestly think that we weren’t - > 
that bad and we’re not that good," 
said Mr Pedro Aspe, the Mexican 
finance minister. Recently, the minis- : 
try has applied the brake to foreign ' 
borrowing by private businesses and - 
public enterprises. With Mexican - 

bonds becoming a safer but duller ' 
investment, investors are already 
seeking more exciting returns else¬ 
where. Mr Lawrence Brainard of . 

Goldman Sachs, the US investment g 
hank, says: “Everybody’s looking f w “ 
the next Mexico but some fandango- : 
tal questions are not being asked." 

The central question investors , 
should ask before buying the bonds of - 
a government or government agency, 
says Mr Brainard, is whether tbe gov- * 
eminent has its budget deficit in - 
check. Apart from Mexico and CMe, . 
most governments fail this test 
Profound questions also remain on 
the region's two economic giants: 
Argentina and Brazil. Investors may 
be talking about what is called "tbe . 
end of risk" in Argentina following 
the current success of the govern¬ 
ment's economic programme. Bat 
while that has secured, a rare six 
months of domestic economic atabll- c - 
ity, Mexico’s economic tumround' 
took eight years to reach its present 
stage. Brazil is being more concilia- 
tory toward foreign bank creditors, £ ■ 
but inflation is rising alarmingly - to 
an expected 19 per cent this month. 

"In Mexico, we are seeing the 
rewards for eight years of economic' - 

stabilisation. In Argentina ami Brazil, " |: 
it’s quite different People there are . • 
playing very short-term games and ' ;. 
they won't always leave with their 
skins." says Mr Dombusch of MIT. ” j;. 

J P Morgan estimates that 60 per T-.. 
cent of the money that has flowed 
into Mexico is short-term funding. 

The money in other Latin American 
markets is even more volatile. 

There is also a fear that these vela-. - 
tile funds could push economic policy 
off-course. In Brazil, some officiate '-7 
believe there is a danger iff a stock 
market collapse which would be seen . 
as being caused by foreign investors. - 
The market fell 13.5 per cent in dollar 
terms last month, mainly in response L.V . 
to the government's dedsfon to post- V- 
pone the long-awaited privatisation of pr- L 
Usiminas, the steep group, until Cfcto-'f- 
ber 15, though the 17 per emit detain- . -_:v 
arion of the cruzeiro will not-have ~ j 
helped. This could lead to an adverse . —■ 

reaction in the Brazilian legislature; a - 

reversal of the moves made so far to 
improve the environment for foreign / 
investors. - - - : 

Nonetheless, if the investment tide .- 
is going to turn, shortterm .capital . ^ - 
will always be the first to arrive. The r- : " 
fears that another debt crisis Is in the 
making should be tempered by tbe 
knowledge that the banks are not 
making huge loans at floati n g Interest -v . 
rates, as they were in the 1970s, and 
that a great proportion of the inflow 
is equity investment 
While the financial world was 
obsessed with the debt crisis in. ttoe$ 
1980s. governments in Latin America 
would complain that their efforts at 
economic adjustment never met any 
economic benefits. Now, for the first 
time since the early 1970a - a period 
which incorporates the decade of the 
debt crisis and the decade which 
brought it about *? investors hare 
proved themselves willing to commit -J'u.; 
funds to developing countries where <v\ ■ 
they perceive economic policy is good. -'Ll [ 
Investment spurs economic growth, 
which in turn makes electors reel bet- 
ter off. For the first time in 20 years,- 
governments in Latin America thus -7-- 
have a real incentive to Improve the 
way their economies are run. • ■ I 




Observer 


■ Glasnost is evidently 
infiltrating Britain's Conserva¬ 
tive party via tbe exhibition 
tied to its conference in Black¬ 
pool this week. A jubilant 
young lobbyist from the Refu¬ 
gee Council, no less, was agog 
to hear she is not only being 
allowed to set up stall there, 
but at a discount to boot 
The Tory conference exhibi¬ 
tion is traditionally dominated 
by commercial outfits, unlike 
Labour’s equivalent where the 
hkes of the Nicaragua Solidar¬ 
ity Campaign jostle for space 
with companies such as British 
Nuclear Fuels. 

True, the Spastics Society 
managed to penetrate the Tory 
event two years ago. But in 
return for its discount-price 
stall, the conference committee 
made It promise not to display 
anything controversial enough 
to upset ministers. “They 
wanted to read all the litera¬ 
ture we had on display." recal¬ 
led a member of the society 
which is there again this time , 
at a cost of about £3,000. I 

On the other hand, the 
League Against Cruel Sports 
is still being shut out “They 
say that if we are allowed a 
stand then they'll have to 
Invite the British Field Sports 
Society too," said Angela 
Smith, the league's exhausted 

representative at last week’s 
Labour conference In Brighton 
where its stall had an over¬ 
whelming response. 


Air brush 

■ Lord King’s BA is under- 
going a revival of its pre¬ 
privatisation nickname 
“Bloody Awful" in Toulouse, 
where chiefs of the European 
consortium Airbus are still 
fuming over the loss of a Eton- 
plus British Airways aircraft 
contract to arch rivals Boeing: 

Jean Pierson, chairman of 
the consortium which felt it 
had a good chance of clinching 
its first big sale to BA, has sent 
a memo to Sir Leon Brittan. 


It calls on tbe European 
Commission to investigate the 
Boeing deal and the reasons 
why Airbus has been excluded 
from the last five rounds of 
BA's new aircraft acquisitions. 

But the bad feeling runs 
even deeper. Airbus has now 
imposed a virtual ban on BA 
flights for its 1,400 employees. 

The consortium confirms 
it has reinforced its internal 
travel regulations which 
encourage employees to fly, 
whenever possible, on an 
airline which buys Airbus air¬ 
craft. This appears to have had 
some impact on the passenger 
load factor of BA flights from 
Toulouse to London, to the 
benefit of Dan Air and Air 
France which compete on the 
much travelled route. 


Forewarned 

■ Boxing must be top of most 
peoples’ lists of dangerous 
sports after the sad fate of 
Michael Watson, but according 
to the_ Consumers’ Association 
there is another sport just as 
life-threatening: golf. 

Prince William, it seems, 
is not alone in being hit over 
the head with a golf dub. In 
fact, it's rather common. The 
association cites a British 
Medical Journal report which 
shows that four out of 10 head 
injuries to children du ring 
sporting activity resulted from 
blows by golf dubs or balls. 
Most occurred when a child 
got in tiie way of another's 
backswing. 

“In the hands of children 
playing uusupervised. golf 
dubs are potentially lethal 
weapons" the report adds. 


Mould broken 

■ Barclays, the biggest UK 
clearing bank, has broken a 
mould dating from the 1970s 
by deciding not to appoint a 
new group economic adviser 
to replace Professor Alan 



“I know - Jet's privatise 
them.” 

Budd, who last month became 
chief economic adviser at tbe 
Treasury. 

Instead the bank's current 
head of economics Alan 
Davies, who is in charge of 
a team of about 50, is being 
promoted to a new post And 
although It is roughly equiva¬ 
lent to the one held by Prof 
Budd for the past three years, 
Davies will pointedly be called 
chief economist rather than 
economic adviser. 

Tbe plan is that be and his 
| team will continue to focus 
on nitty-gritty financial issues 
such as working out currency 
movements and which busi¬ 
ness areas appear promising 
for Barclays to move into. 
Davies win not have the high 
public profile and access to 
the board enjoyed by Budd 
and his predecessor Professor 
Harold Rose, who had the job 
between 1975 and 1988. 

ft seems the bank thought 
long and hard about the issue 
before deciding an eminence 
ffrise from the academic world 
to follow in the footsteps of 
Budd and Rose would not nec¬ 
essarily provide better value 
than a workaday economist 


in the Alan Davies mould. A 
second consideration was that 
a suitable person failed to 
spring to the Barclays board's 
collective mind. 

A third, and perhaps tbe 
most telling, was the opportu¬ 
nity to cut the bank's salary 
bill by £100,000 or so. 


Witty style 

■ Observer can now report 
on its August competition to 
dream up a catchy slogan for 
Birmingham, whose own big¬ 
wigs were stumped for ideas. 

No marks for the many 
readers who hit on the rather 
obvious phrase - or variations 
of - “Brum, Brum. 
Birmingham!"; such 
onomatopoeic puns, hinting 
at the second city’s links with 
the motor car industry, 
skidded off the tracks. 

Nor were tbe straight-faced 
offerings, such as 
“Birmingham: Centre of 
Britain", sufficiently zingy to 
grab much regard. 

But our judgment panel 
liked the three-tier offerings 
of Gaynor de Wit (whose 
surname alone must guarantee 
something), of Imperial 
College's management school 

She offered “Birmingham's 
Blooming Brilliant", for 
“marketing style"; “Yummy 
Brummy”, under her own 
heading of “tacky/gimmicky"; 
and finally, what she calls “the 
more honest" - an opinion 
Observer does not necessarily 
share, but which many hapless 
motorists might - "Bypass 
motorway? Good idea." 

A bottle of champagne is 
trundling on its way. 


Crusty 

■ Passing a lunch bar whose 
window was emblazoned £100 
to anyone naming a sandwich 

filling me can’t provide, a City 
wiseacre marched in and 
asked; “May I have a giraffe’s 
tongue sandwich, please?” 

Nodding, the counter atten¬ 
dant went into the storeroom, 
only to return moments later 
saying: “Sorry - no bread." 
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and drink to Labour p arty dele- 
S&, gates s n i ffin g victory in.the 


critics 
rhetoric 
ty, even 


& braT and unimpressive in 


Daring a private session 


■'Risr.-■ Many top-ranking industrial¬ 
ly ‘ ists say they have been alien- 

X .-4 1 ,1/ - ated by a traditionally support- 

fs.-r.' _ ■-> ive government. They deny 


tying field against them with 
prolonged period of high 


V - interest rates, caused by the 

government’s economic mis- 
-•* ^ i."'.■ V'< : management. 

; in the trough of recession, 

-/' ■ v -' r " Arr *$& they look to the industry 

riiiv.. y. ^5^. department for, at least, a 
.'r degree of understanding, 

L!~ ***ii 1 which Mr Lilley is often 

j : 7 -s: J, accused of failing to deliver. 

— ^17. {Xr.^ The result is that a man 

, an;-, - .-" ' r - ““S'Lcsf widely acknowledged as one of 

" • ='• rrjj£ ■ the cabinet’s brightest intel- 
... ^-Tr lects. is being criticised not 

v- 7,*; - ;~ r : only far the poor state of the 

*. C, i:=;. economy but also because of 


C 'r<; economy but also bee 
'■ :: v- j a. his own shortcomings. 
r ■ •-:■:? -.L-? fa the 42 expetHtfom 
* -t..:--: -C.** made from his Victor!; 

> : •" • *-- London, offices sii 

’“frT'T- ■ -- ’ «rrii7<iri frrvm the Trot 
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fa the 42 expeditions he has 
r - made from his Victoria Street, 

■ ■ - ;. - -Its' London, offices since he 

-7:,;'-- arrived from the Treasury in 
:r.r ; - July 1990, Mr Lilley has rarely 
: missed an opportunity to pro- 

.7.’-^cwdairn himself a big fan of man- 
.7- -'7-7.7 Ifracturing industry. But after 

- T". M months, leading manufa c- 

"Vturers remain reluctant to 

■ ^ t- ■"=-- if return the compliment An MP 

1 for only eight of his 48 years 

_ and with a political ranking far 

" “ weightier than his experience, 

Mr Lilley could never have 

■ - expected an easy ride at West- 

; " -'-’v - :; minster. The seventh man to 
• run the accident-prone Depart- 

ment of Trade and fadustry 
:=:-v since its formation in 1983, be 

■ has rarely performed welL 

; Some cabinet colleagues 


*' .v*'. 

■k . c:," ■ ■ ' 

ac 

4 :;-r- •• 


00 : 





Supporting the 
industrial base 

From Dr R C Whelan. 

Sir, Comments by Peter Lil¬ 
ley, trade and industry secre¬ 
tary (“Lilley urges banks to 
help innovation’ 7 , October 3) 
come at an appropriate time 
when many innovative compa¬ 
nies are under pressure. 

Venture capital, the most 
innovation-supporting part of 
the financial sector, has aban¬ 
doned early start-up funding of 
new companies, particularly 
those exploiting new science 
and technology. This “sector 
retreat” 1ms allowed a farther 
gap to open up between viable 
small and medium-sized com¬ 
panies and entrepreneurial 
individuals who create t hem . 
The finance and service sector 
has to realise that the y dep end 
fat their long-term survival on 
a dynamic industrial base and 
that they have to deploy their 
considerable shflls to assist in 
its formation. 

The future of London as 
Europe's leading financial cen¬ 
tre should not be taken for 
granted in a broader Europe. 

R C Whelan, 
chief executive. 

Centre for Exploitation cf Sci¬ 
ence and Technology, 

5 Berners Road, London N1 

Filling gap 

From Mr Malcolm Craig. 

Sir, Your article, "Kg banks 
agree plan for spring flotation 
of Si” (October 3), contains one 
myth. While it is true that Si 
Group was set up in IMS. it 
was not designed to fill the 
Macmillan Gap, which Lord 
Macmillan had identified in 
1931. The 18 years which 
elapsed between the two 
events render this connection 
unlikely. Indeed, lord Mercy, 
the first chairman of ICFC 
(Industrial & Commercial 
Finance Corporation, which 
later merged with Finance for 
Industry) told me in the mid- 
1960s that he had used the 
Macmillan Gap (a shortage of 
long-term capital for private 
companies of between £5,000 
and £20,000) as a means of pub¬ 
licising ICFC. 

ICFC and FCI were both 
established as down-to-earth 
measures for post-war recon- 
-uction, resulting from Lord 
Arson's Post War Recon- 
% ton Committee, which 
1 its findings in 4. 
''■aig, 

"nuare. 


Peter Lilley has come under fire for his 
personality and his policies, says Michael Cassell 

Time for minister 
to show his mettle 


believe his days in the highest 
ranks of government are num¬ 
bered, not so much because of 
any affinity with his deposed 
mentor. Mrs Margaret That¬ 
cher, but as a result of political 
naivety and his inability to 
make much of an impact One 
colleague confides: “l don't 
expect to see. him across the 
cabinet table if we win next 
time. He's got no clout" 

An address he made this 
year to the council of the Con¬ 
federation of British Industry 
(GBD left many in the audience 
disappointed in his perfor¬ 
mance. A private session with 
a low-profile club of senior 
industrialists also fell flat 

He is often portrayed as 
being blunt to the point of 
rudeness. Mrs Carla Hills, the 
DS trade representative, 
believes he is clever but cold. 

The chairman and chief 
executive of one ot Britain's 
best-known industrial groups 
recently dined with Mr Lilley: 
“It is the only time I remember 
a cabinet wiinigtAr signally fail¬ 
ing to hold the attention of 
those around Mm," be says. 

The head of a British-based 
international group with an 
annual turnover In excess of 
£6bn sees him as “a man of 
unbelievable arrogance and 
extraordinarily rigid views. 

“He has a very low opinion 
of British manufacturers, 
whom he regards either as 
whingers or in search of a 
hand-out” 

Those close to him brush off 
such personal criticisms, 
although some acknowledge he 
was slow off the mark at the 
DTL According to one aide: 
“He has no ‘showbiz’ about 
him. But he can be terrific 
when he unfreezes and he is 
learning to relax more as he 
grows into the job." 

Another close associate 
explains: “He fights with facts 
and tells it straight If he hears 
a false argument he says so. He 
is accused of not standing up 
for industry and the DTI in 
cabinet but the big fight is not 
his style; he can be very 




6 \a 





M 




The CBI has, along with the 
Labour party, regularly 
accused the government of 
underestimating the pivotal 
role of manufacturing industry 
and called for the DTI to 


become a more effective con¬ 
duit between government and 
industry. Mr John Baaham, 
CBI director-general, detects a 
public conversion: “I think we 
have seen something of a sea 
change in the government's 
overall approach. The signs are 
encouraging.” 

Politicians are traditionally 
easy prey for businessmen who 
say success at Westminster 
counts for little in the world of 
commerce. Criticism may also 
reflect simple frustration at 
government refusal to treat 
Industry more generoasly and 
sympathetically. 

A former trade and industry 
secretary says industrialists, 
especially when times are bad, 
“want to let off steam. The 
department has very little 
money, so you often have to 
rely on social and political 
skills to see you through. 
Peter’s heart is in the right 
place but he is terribly shy and 
his presentation lets him 
down.” 

Even his critics have to 
acknowledge that Mr Lilley 
ftiw»s a da tinting challenge at 
the DTL His predecessor, Mr 
Nicholas Ridley, did not help, 
leaving low morale and a polit¬ 
ical vacuum. 

Mr Lille y privately acknowl¬ 


Letters 

BT telepoint freeze is another UK 
failure to manage innovation 


From Mr Geoffrey Vincent 

Sir, On the same day that 
France Telecom announced the 
opening of its trial telepoint 
service (Pointel) in Strasbourg, 
British Telecom’s Phonepoint 
consortium announced (“BT 
rings off on Britain's last tele- 
point operation”, October 2) 
that it was freezing plans to 
relaunch its telepoint service 
in the UK - an the grounds 
that it is “not economically 
viable”. As the French paper 
La Tribune says: Is this an 
example of British humour? 

Phonepoint is the third tele¬ 
point operator to withdraw 
from tne market-place in 
recent weeks. Of course tele- 
point - or digital cordless tele¬ 
communications, which is the 
generic name far the technol¬ 
ogy of which the UK's telepoint 
services are the first, rather 
incoherent stirrings - could 
simply he a bad idea. But some 
15 to 20 countries around the 
world are sufficiently inter¬ 
ested to be experimenting with 


a variety of concepts based on 
this technology, and on the 
CT2 standard originally devel¬ 
oped m the DEL Recent analy¬ 
sis suggests that digit al cord¬ 
less technology, implemented 
in a rath er different way from 
the UK's original telepoint 
offeri ngs, is the best hope of 
enabling economically viable 
competition in local loop tele¬ 
phony - a key policy objective 
of regulators the world over. 
Bat the UK market is poised to 
say, like the proverbial British 
tourist faced with unfamiliar 
or foreign food, "tried it once 
- didn't like it”. 

Japan and France under¬ 
stand the need far a nursery 
environment in which new 
concepts and new comp anies 
can grow and experiment wife- 
out being trampled an by the 
forces of the mature market 
place. This needs cooperation 
between government and 
industry, to set up - with a 
degree of interaction and trial 
and error — a stable frame¬ 


work within which strong com¬ 
petition can take place. 

Is telepoint just another 
manifestation of the peculiar 
British talent for coming up 
with Ideas which others 
exploit? A recent survey by 
Japan’s Ministry of Interna¬ 
tional Trade and Industry indi¬ 
cated that of the new concepts 
that have been important in 
the 20th century, 51 per cent 
originated from the UK. 
Regrettably for the British 
economy, most of this 51 per 
cent have been made into suc¬ 
cessful products and busi¬ 
nesses elsewhere, 

The UK must learn what it 
takes to be successful else¬ 
where; and tackle some of the 
key issues in what look suspi¬ 
cious!y him not isolated acci¬ 
dents, but systematic failures 
in the UK’s management of 
teriiTwingfrai innovation. 
Geoffrey Vincent, 

PA Consulting Group, 

183 Buckingham Palace Road, 
London SW1 


Currency board would establish sound rouble 


From Professors Steve Hanke 
and Alan Wallers. 

Sir, Mr Charles Bean and his 
colleagues from the London 
School of Economics remind us 
that the rouble is failing to 
serve as a store of value. 
maritnm of exchange or a unit 
of account, and that, with a 
malfunctioning currency, the 
Soviet Union cannot make a 
transition to a market econ¬ 
omy (“Soviet republics should 
supplement rouble with hard 
foreign currency”, October 1). 
Those observations are unde- 
batable. 

The authors also conclude 
that the Soviet republics 
should supplement the rouble 
with low-inflation foreign cur¬ 
rencies, and that, since the 
Soviets do not have access to 
hard currencies, the west 
should assist the Soviets by 
supplying them with hard cur¬ 
rencies. We question the accu¬ 
racy and wisdom of those con¬ 
clusions. Soviet citizens have 
begun to “dollarise” the econ¬ 
omy. substituting hard curren¬ 
cies for the near-worthless rou¬ 
ble. Indeed, we estimate that 
private holdings of foreign cur¬ 
rencies exceed rouble holdings 
by a large margin, with the 
real value of the foreign cur¬ 
rencies held in private hands 


equal to about $10bn and the 
real value of the rouble supply 
equal to about $5bn. 

Although that dollarisation 
will assist the Soviets in their 
quest to establish markets, it is 
costly and is a second-best 
solution. It is costly because to 
obtain bits of paper produced 
by western central banks at 
virtually no cost, Soviets must 
give up real goods and ser¬ 
vices. Hence, dollarisation gen¬ 
erates a perverse form cf for¬ 
eign aid flowing from the 
Soviet Union to the west 

To establish a sound rouble 
and to stop dollarisation, the 
Soviet republics should adopt a 
best solution: the cnrrency 
board system. We discussed 
this in the FT in 1B90 ("Reform 
begins with a currency board”, 
February 21). Under that sys¬ 
tem there would not be a cen¬ 
tral hank. Instead, a currency 
board would issue notes and 
coins convertible into a foreign 
reserve currency at a fixed 
rate. As reserves, a board 
would hold high-quality, inter¬ 
est-hearing securities denomi¬ 
nated in a reserve currency. 
Reserves would be set at 100 
per cent of its notes and coins 
in circulation. At current 
liquidity levels, that implies 
about 55bn in reserves. If the 


Soviets converted gold stocks, 
foreign exchange reserves and 
assets of the outlawed Commu¬ 
nist Party into a reserve cur¬ 
rency and transfer it to a cur¬ 
rency beard, adequate reserves 
could be obtained without for¬ 
eign assistance. 

A currency reform along 
these Uwes would earn seignor¬ 
age for Soviets rather than 
western central banks because 
the costs of issuing a currency 
board’s liabilities would be 
much less than the returns 
received on its assets. More¬ 
over, a currency board would 
create a sound, convertible cur¬ 
rency within weeks, Indeed, we 
discovered that John Maynard 
Keynes engineered the estab¬ 
lishment of a successful cur¬ 
rency board in north Russia in 
1918, and that it began issuing 
sterling-backed roubles only 11 
weds after Keynes submitted 
his detailed proposal 
Steve H Hanke, 

Alan A Walters, 

Professors of economics, 

The Johns Hopkins University, 
Baltimore, Maryland, US 

Fax service 
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edges that Mr Ridley’s legacy 
was unhelpful and he told an 
audience of businessmen in 
Durham: “A foolish impression 
was created that we were not 
interested in manufacturing 
Industry. That was wrong.” 

But Mr Lilley cannot escape 
criticism for some of his own 
recent actions. He was accused 
of being woefully indecisive 
when fast formulating his pub¬ 
lic stance on a possible Hans on 
bid for I CL He was also caught 
off-guard in the early days of 
the row over the alleged export 
of nuclear weapons materials 
to Iraq. 

When he took the job, Mr 
Lilley told nffiriais he wanted 
to be judged by what be did. 
By April this year, be was pub¬ 
licly setting out his priorities 
and his philosophy for indus¬ 
trial success. 

He celebrates the demise of 
the DTTs sponsorship role, in 
which strategic industries won 
state support. He views tax 
incentives for business more as 
distortions and is unmoved by 
calls to provide allowances for 
capital investment 

He talks, instead, of continu¬ 
ing to minimise the overall 
burden of corporate taxes and 
stresses the need for a broader 
approach intended to foster 


competition and economic 
growth. The DTL he believes, 
has a role is providing advi¬ 
sory and support services 
which make that objective 
achievable. 

Mr Lilley carries two ban¬ 
ners in his personal crusade. 
He wants to encourage a 
change in corporate culture 
which prizes innovation - 
“the source of future economic 
growth and success” - and 
which breaks down the barri¬ 
ers between the research base 
and industry. He also plugs 
away at the need to boost 
exports and has fronted a 
series of successful UK export¬ 
ing initiatives. 

Another favourite theme is 
the need to create an effective, 
two-way channel of communi¬ 
cation between government 
and industry. 

Mr Lilley is generally 
regarded as having done a use¬ 
ful Job in seeing through pro¬ 
posals to end the tolprnmmnni. 
cations duopoly and in 
subsequently helping to sort 
out the infighting between BT 
and potential rivals over the 
terms on which they will com¬ 
pete. 

He has, in addition, proved 
himse lf capable in handling 
the trade el e ment of his portfo¬ 
lio. A talk on the challenges 
and complexities of the Gen¬ 
eral Agreement on Tariffs and 
Trade to the Institute of Direc¬ 
tors drew praise. 

Some observers at least 
believe Mr Lilley is beginning 
to emerge as a weightier and 
more receptive figure. 

The chairman of a large 
industrial rnatpriaTg group says 
be is making a big effort to 
step up dialogue with the busi¬ 
ness community: “I can see 
why he was a good Treasury 
man but he needs more time to 
prove he can mix it with indus¬ 
try." 

Mr Colin Hope, chan-man of 
T&N, the automotive compo¬ 
nents and pn ginaaring group, 
believes Mr Lilley is trying to 
atone for the sins of bis prede¬ 
cessors. “He was slow off the 
mark but a useful dialogue is 
starting to tab* place.” 

During last year’s party lead¬ 
ership contest, Mr Lilley joked 
with Mr Michael Heseltine, 
contender for the Tory crown 
and a man who had consis¬ 
tently called for more continu¬ 
ity at the DTL Ms job, Mr Lil¬ 
ley assumed, would be secure 
m uter Mr Heseltine. 

In the event, the leadership 
went elsewhere, but Mr Lilley 
remained in place. An end to 
the recession may make his lot 
happier. But he win still have 
to convince manufacturing 
industry that it is prized by the 
government If he cannot be is 
only too well aware that Mr 
Gordon Brown and his col¬ 
leagues are waiting in the 
wings. 
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Blue-blood mystique 


P erhaps Sir Antony 
Hornby, a senior partner 
cf Cazeoove in the 1960s, 
pot it best “You see more of 
your partners than you see of 
your wife, and you should 
therefore pick them as care¬ 
fully.” 

It is hard to see how the ven¬ 
erable City stockbroking firm 
can still be there, but it is. 
Powerful, secretive, feared, 
admired but probably not 
much loved, it should have 
been swept away by the Stock 
Exchange's Big Bang, but if 
anything it has streng t he n ed 
its position as London’s top 
corporate broker. Only the 
forthcoming prosecution of a 
key partner, David Mayhew, in 
the Guinness Three trial in 
connection with share price 
manipulation threatens the 
peace of mind of Number 12 
Tokeohouse Yard. 

The refinancing which Caze- 
uove obtained at the time of 
Big Bang says a lot about its 
mystique, which borders on 
arrogance. A group of leading 
investment institutions sub¬ 
scribed £S 2 m m subordinated 
loan stock on which the return 
was linked to the firm’s profits. 
But they were offered no sight 
of the balance sheet or the 
profit and loss account It was 
a matter of trust 
Cazenove epitomises the old 
City style. It will “look after” 
its ctipnts so long as the clients 
are loyal in return. Accept a 
bad deal, and it win feed you a 
juicy one before too long. But 
as David Kynaston describes it, 
thp tpam of blue-blooded sales¬ 
men at Cazeoove despairs of 
the so-called “cherry pickers”, 
clients who aa«pss parih under¬ 
writing offer on its individual 
merits. They are not struck off 
the list Yet they “might be 
somewhat less well favoured in 
future issues”. A lot lies 
behind that “somewhat”. 

Thfi galling team hag pi n Ch 
preferred to deal with friendly 
funds, like Henderson Admin¬ 
istration which became linked 
through a merger of family 
firms in 1932, or the WH Smith 
pawrinn fund, a Hornby family 
connection. There was no need 
to ring back, they would just 
be put down for an allocation. 
That was what placing power 
was all about 

The Cazenoves were origi¬ 
nally a Huguenot family of 
merchants, several of whom 
moved from Geneva to London 
in the 18th century. Philip 
Cazenove founded the stock- 
broking firm in and dur- 


CAZENOVE & CO: 

A HISTORY 

By David Kynaston 

Batsford (October 17), £30 



John Kemp-Welch (top) and 
Anthony Forbes; Cazenove 
senior partners 

mg the next century its reputa¬ 
tion in corporate broking was 
established. An early company 
it floated was the Metropolitan 
District Railway in 1865. 

There was always a Caze¬ 
nove family connection, but it 
rarely dominated. Outsiders 
such as Claud Serocold and 
Charles Micklem built the 
firm’s reputation in the crucial 
interwar years when it 
advanced to the top of the 
broking league table. It floated 
Ford Motors in 1928; 2.8m 
shares at £1 were divided 
among favoured clients and 
they soon went to £3. “Our 
friends were pleased," said a 
partner later, but the seeds 
were laid of complaints about 
cosy piarings. 

The rough, tough “Caz" style 
persisted after the Second 
World War, emerging for exam¬ 


ple in 1988 when Ameriran 
Tobacco bought into Gollaber 
in what would now be called a 
dawn raid. It was, said the 
newspapers, unfair to small 
investors. But Sir Antony 
Hornby expressed a different 
view in an internal memoran¬ 
dum. “Equality among inves¬ 
tors is an illnsion," he wrote. 
“We are often disappointed in 

migging a hnp of shar es in the 

market Someone has bought 
them first He made np his 
mind quicker or had a better 
broker. This is not unfair." 

Crucially, however, single- 
mindedness was combined 
with restraint In the late 1920s 
raronniug haid hack fmm many 

of the dubious issues which 
were being floated. Clarence 
Ha try, who unwisely showed 
up with a prospectus already 
printed with the Cazenove 
name, was “sent packing”. 

Ibis' corporate history is full 
Of ifateiltt of d^wlg done, and of 
partners who came and went 
but the running of the firm 
remains something of a mys¬ 
tery. Who picked the senior 
partners, and how? Those 
choices appear to have been 
fundamental in maintaining 
the firm’s style over the years. 

Again, given that recruit¬ 
ment was thoroughly nepotfo- 
tic (“he secured a berth at 
Cazenove’s via Bromley-Mar- 
tin, a first cousin of his 
mother’s” is a typical recruit¬ 
ment story) how was quality 
maintained In the way that 
Hornby suggested? The deci¬ 
sion-taking process is not 
explained, although apparently 
Charles Micklem bluntly told 
David Cazenove in 1946 he 
would not make partner 
(wrongly, it tinned out). 

It seems odd that such a 
secretive firm (which lias 
largely avoided contact with 
journalists) should publish 
such a book, let alone ahead of 
the Mayhew case. The explana¬ 
tion seems to be that this is a 
10-year project, started by the 
late Raymond Cope and taken 
up by David Kynaston in 1988. 

The issues raised by the 
Guinness dharges are naturally 
not dealt with, but it is charac¬ 
teristic of the firm that it 
should have stood firmly 
behind its accused partner. 
Whether the trial will show 
that Cazenove haa not, after 
all, smoothly achieved the 
transition from the old ways of 
the City to the new, only time 
wfflteu. 

Barry Riley 
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EC divided over future plans for defence 


By David Buchan in Utrecht 


FRANCE enlisted the support 
of Germany yesterday in 
mounting a counter-offensive 
against Anglo-Italian plans to 
set European defence policy 
within the context of Nato. 

After a weekend meeting on 
political anion, Ur Douglas 
Hard. UK foreign secretary, 
claimed the Angio-Italian plan 
had excited “a lot of interest’’. 

However, Mr Roland Dumas, 
French foreign minister, said 
he had invited Mr Hans-Diet- 
rich Genscher, his German 
counterpart, and any 
like-minded ministers to Paris 
on Friday to discuss the EC’s 
future defence role. 

The Dutch presidency was 


angry that the French had 
assumed the right to convene a 
meeting on EC policy. 

Mr Dumas said: “We want to 
pursue discussions in co-opera¬ 
tion with the representatives of 
other member states who, like 
us, want to make the Maa¬ 
stricht summit [in December] 
the concluding meeting" on 
political union. For the 
moment, only Germany and 
Spain seem certain to attend 
the Paris meeting. 

Mr Francisco Fernandez 
Ordonez, Spain's foreign minis¬ 
ter, said the Anglo-Italian plan 
marked “a clear advance for 
the UK" in accepting the lon¬ 
ger-term perspective of EC 


defence policy. Mr Hurd denied 
he was troubled about the 
prospect of a French-led cabal 
on the defence Issue. 

The possibility of marrying 
the defence pLans Into an 
acceptable compromise at Maa¬ 
stricht was rejected by Mr 
Dumas, who said it would be 
“like mixing fire and water". 

Mr Jacques Delors. Commis¬ 
sion president, suggested that 
the Anglo-Italian plan - which 
stresses subcontracting 
defence to the Western Euro¬ 
pean Union with equal links to 
the EC and Nato - could be 
viewed as a short-term solu¬ 
tion. The Franco-German 
pmphaafc on eventual absorp¬ 


tion of the wjsU's defence func¬ 
tion into the EC might be the 
longer-term answer, he said. 

Mr Hans van den Broek, 
Dutch foreign minister and 
current EC president, said: 
“All now accept that integra¬ 
tion will never be complete 
until some defence element is 
introduced into our common 
policies.” 

Mr Hurd argued strongly for 
the EC to maintain its present 
informal style of foreign policy 
cooperation, which has been 
holding up well under the 
strain, of Yugoslav and other 
crises. 

But Mr Hurd failed to stem 
the shift of opinion among 


most EC states towards taking 
low-level Community foreign 
policy decisions by majority 
vote. France joined Germany 
in nailing for majority voting. 

A number of states believe 
that, as in internal market leg¬ 
islation. few foreign policy 
derisions would be taken by 
majority vote, but its very 
threat would help the Twelve 
to reach consensus quicker. 

Denmark and Ireland are 
also against votes on foreign 
policy. Portugal said it could 
accept majority verdicts by at 
least eight states, if each coun¬ 
try had an equal vote. 
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UK Conservatives seek to regain political initiative 


SENIOR British Conservatives 
yesterday launched a political 
onslaught on the opposition 
Labour party to boost morale 
ahead of the Tories annual 
conference which begins 
tomorrow, write Ivo Dawnay. 
Michael Smith, and Edward 
Balls 

But the counter offensive 
suffered a setback in two new 
opinion polls which confirmed 
that Labour’s own widely-ac¬ 
claimed conference had given 


a strong boost to the opposi¬ 
tion. 

An NOP poll, conducted on 
Friday and Saturday for the 
Independent on Sunday, 
showed Labour seven per cent 
in the lead with 46 points, the 
Tories on 39 points and the 
Liberal Democrats on 13 
points. 

A more comprehensive Press 
Association/! CM poll of 10,000 
voters, conducted both before 
and after Mr Kinnock's key¬ 


note speech last Tuesday, gave 
a narrow margin with Labour 
on 42 points, the Tories on 40, 
and the Liberal Democrats on 
13. 

Prime Minister John Major 
has ruled out a November gen¬ 
eral election but must go to 
the nation before July 1992. 

The day-long assault, chan¬ 
nelled through a series of 
radio and television inter¬ 
views, was aimed at counter¬ 
ing Labour charges that the 


Tories would "privatise” the 
National Health Service. 

Meanwhile the average level 
of manufacturing pay settle¬ 
ments foil to 5.5 per cent in 
the third quarter of this year, 
the lowest level in more than 
three years, according to fig¬ 
ures published by the Confed¬ 
eration of British Industry, the 
employers’ association. 

The decrease, which follows 
the steepest decline for a 
decade in the first half of this 


Cold sea wind chills Britain’s golden mile 

The next UK election hinges on recovery. Rachel Johnson tests the water in Blackpool 
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W ELCOME to Black¬ 
pool, home of the sea¬ 
side Golden Mile, and 
for the next week, Britain's rid¬ 
ing Conservative party. 

In the Promenade Cafe, there 
are just three tea drinkers at 
lunchtime, watching the wind 
whip the grey sea into beige 
foam outside the window. 
Harry, the proprietor, his part¬ 
ner John, and the waitress. 

At the tail-end of the worst 
season he can remember for 30 
years, Harry is blunt 
The recession rollercoaster 
has come to Blackpool, 
Britain's biggest brashest and 
cheapest working-class resort 
As the Tory party meets this 
week in the town for its annual 
conference, the soundbites of 
recovery and growth will fall 
on deaf ears up and down the 
fhmous promenade. 

Many wish the event was 
elsewhere - down in the south 
of England where trade can 
better weather a week's inter¬ 
ruption. “We're never busy 
with the Tories or Labour, only 
the Liberal Democrats - 
they’re the ones who have to 
pay their way," says Harry. 

Even if Harry's cafd does 
pick up conference trade this 
year, neither the Conservatives 
nor promises of recovery 
would do much to fill the 
160,000 beds that Blackpool's 
3,500 hotels, guest houses and 
holiday flatlets have to sell 
every night 

Every room in the Waterside 
Private Hotel, despite its bar¬ 
gain offer of double room 
ensuite, slot TV, bed, breakfast 
and evening meal for an aston¬ 
ishing £16 per head ($28), 
remained empty in what 



should have been the busiest 
weekend of the year. 

In almost every B&B (Bed 
and Breakfast) along the 
“prom" and the parallel Dick¬ 
son Road, the vacancy signs 
flash red. Landladies are busy 
pinning up posters for “Price- 
buster November Breaks", 
with tempting specials. “Four 
nights, £64 pounds - plus 
December Turkey and Tinsel 
Lunch," one begs. 

Nine-tenths of Blackpool’s 
revenues come from tourism 
and leisure. Normally, the illu¬ 
minations alone attract nearly 
a million day trippers a year. 
But so for this year, there has 
been an overall 15 per cent 


drop in visitors. And the ones 
that came neither stayed nor 
spent 

Car parking numbers show 
that the trippers keep coining 
- there has been only a 1.5 per 
cent drop in the use of Black¬ 
pool's 2.6m car parking spaces. 
Nor has there been a collapse 
in deckchair rentals, another 
barometer of Blackpool’s busi¬ 
ness climate. 

But money has been tighter 
than ever in the crucial Easter- 
to-Bonfire-Night period when 
Blackpool expects to reap 89 
per cent of all its visitor spend¬ 
ing. It’s only slightly better at 
the up-market end erf the mar¬ 
ket The Imperial, the redbrick 


pile that is to house the lead¬ 
ing Tories for the conference 
week, has managed to sell 
about TO per cent of its 183 
rooms over the summer. 

Ibis week, the Tories will be 
talking of recovery against a 
local backdrop of recession. 
The town’s unemployment 
among 16-24 year olds has risen 
60 per cent on the year; house 
sates have slumped; and only 5 
per cent of the area's largest 
manufacturing companies are 
working to capacity. Fifty per 
cent expect export orders to 
foil further over the next 12 
months. It is only Blackpool's 
classic attractions that have 
kept heads above water. Plea¬ 


sure Beach, where the theme 
has been fun since 1910, has 
enjoyed a 7 per cent rise in 
visits this year. 

Best of all, Carey Feldwick 
at Yates’ Wine Lodge - where 
the champagne used to run on 
tap - has seen a steady trade 
this season and expects a heav¬ 
ing bar all week. “The Tories 
will come in with loads of tax¬ 
payers' money at lunchtime 
and go back to the Winter Gar¬ 
dens full of champagne," he 

§ redacts. Everyone else in 
lackpool will be drinking 
pints of ordinary bitter. 

The UK economy: Major’s elec¬ 
tion battleground, special 
reports Page 8 


Tax inquiry into Korean groups 


By John Ridding in Seoul 


THE SOUTH Korean 
government is investigating 
eight of the country’s largest 
conglomerates on suspicion of 
evading taxes, the office of 
national tax administration 
(Onta) said at the weekend. 

The move follows revelations 
last week that Hyundai Group, 
Korea’s second-largest con¬ 
glomerate, and its founder, Mr 
Chung Ju Yung, are under 
investigation by the tax 
authorities for avoidance of 
inheritance taxes. 

The probes will further 
strain relations between the 

chaebol, the family-controlled 
conglomerates which dominate 
the Korean economy, and the 
government 

The traditionally close rela¬ 
tionship between business and 
government has already been 
undermined this year by offi¬ 


cial policies aimed at making 
diversified business groups 
specialise in fewer industries 
and sell off non-business-re- 
lated land. 

Onta is also investigating 
Daelim Industrial, Sammi 
Group, Hand Synthetic Fibre, 
Kangwon Industrial, STC Corp, 
Aekyung Chemical and Pusan 
Steel Pipe. 

An official said that all the 
groups were suspected of mak¬ 
ing over-the-counter sales of 
stocks, at artificial prices, to 
relatives of the groups’ senior 
management. According to 
Onta, such sales have been 
used to avoid inheritance taxes 
and transfer assets to the next 
generation of management. 

It is unusual In South Korea 
for the tax office to investigate 
large business groups. One 
explanation is that the govern¬ 


ment is angry with Mr Chung, 
one of the country’s most pow¬ 
erful businessmen, for critici¬ 
sing its economic policies. 

But the revelation that seven 
other groups are under investi¬ 
gation suggests broader 
motives. In particular, the gov¬ 
ernment has been seeking mea¬ 
sures to limit the concentra¬ 
tion of economic power among 
the conglomerates. 

In a report to President Roh 
Tae Woo last week. Mr Choi 
Gak Kyu, minister for eco¬ 
nomic planning, said the gov¬ 
ernment would press big busi¬ 
ness to reduce the equity held 
by their owners, increase 
inheritance and gift taxes, and 
strengthen reporting proce¬ 
dures for intra-group share 
transactions as part of the 
1992-1996 five-year economic 
plan. 


Norwegian group to 
monitor Iraq oil sales 


By Karen Fossli in Oslo 


NORWAY is to create a special 
group to monitor Iraq's $L6bn 
worth of crude oil sales, agreed 
as an exception to the UN 
embargo against Baghdad for 
humanitarian reasons. 

The Norwegian group, acting 
at the request of the UN, will 
be beaded by Mr Arve John- 
sen, the former bead of Statoil, 
the government-owned oil 
group- It will comprise repre¬ 
sentatives both from Stated 
and Saga petroleum, Norway’s 
biggest independent od com¬ 
pany. 

The group will be entrusted 
with ensuring that all Iraqi od 
sales allowed for under the 
exception to the embargo are 
undertaken in market condi¬ 
tions, as stipulated by the UN, 


and that all profits go directly 
to meet humanitarian needs. 

The Security Conned agreed 
to allow Iraq to sell crude oD 
worth $1.6bn or, at current 
market prices. 500,000 barrels a 
day over six months. Profits 
will be channelled into a UN- 
controlled escrow account from 
which Iraq will be permitted to 
pay for badly needed medical 
and food supplies. 

The revenues will also cover 
the expenses of the Norwegian 
technical advisory and moni¬ 
toring group. 

The oil sales will be con¬ 
ducted by the Iraq state od 
company, advised and assisted 
by Stated and Saga. 

Iraq and nuclear power, Page 

6 . 


Bush ready to look at budget package De Havilland takeover 


Continued from Page l 


stipulates that any tax cats 
require corresponding spend¬ 
ing cats; and that funds can¬ 
not be shifted between the 
defence and domestic budgets. 

President Bash's proposals 
for sweeping nuclear arms 
cats 10 days ago increased the 
pressure for deeper defence 


cats, beyond the 25 per cent 
redactions in manpower sched¬ 
uled over the five years. There 
are also hints that some 
defence funds could be nsed 
for US aid to the Soviet Union. 

Mr Barman. one of the main 
architects of the budget pact, 
said yesterday that reopening 
the badge* agreement was not 
Inevitable but there was “tre¬ 


mendous pressure” to do so. 

“Yon can't have the radical 
changes we’ve seen In the 
Soviet Union and not expect 
there’s going to be some 
adjustment in the defence bud¬ 
get. The president's already 
made a major move, and it 
will have some savings. With 
further adjustments, there 
may be more savings.” 


The banks fumble 
for a new role 



lake 


7ik 


Continued from Page l 


Pressing home his counter¬ 
offensive, Mr Delors said many 
Frenchmen misunderstood his 
role in the Commission as 
being like the presidential 
system they had at home. 

“1 am not president, merely 
primus inter pares ”, he said. 


He abstained in the de Hav- 
iIIand vote last Wednesday, 
after it became clear that Sir 
Leon had a clear majority for 
his merger block. “It would be 
all too easy for me to vote 
against, and then to go public 
with that fact, but { have to 
respect tbe collegial! ty of the 
Commission”, Mr Delors said. 


T he savaging of the big 
English clearing 
banks by the Consum¬ 
ers' Association will 
please a lot of their customers. 
The association accused them 
of “breathtaking arrogance", 
which sounds fair enough if 
you remember Sir John Quin¬ 
ton’s justification of deducting 
charges before you tell the vic¬ 
tim: “Because we hold the 
money." 

Shareholders, however, 
know that bad behaviour 
I reflects desperation rather 
than arrogance. Arbitrary 
charges and usurious loan 
rates are barely keeping pace 
with the continuing write-offs, 
so profit prospects are still 
doubtful. For tbe moment, the 
bankers are baling out their 
barely seaworthy craft; if some 
passengers get soaked in the 
process, that is their bad luck. 

Tbe clearsrs must wonder in 
the small hours how long they 
will be able to hang on to the 
money of easterners who could 
get cheaper and more efficient 
cash management from the 
building societies or the Post 
Office; but for the moment 
they must rely on the old 
stand-by - the feet that most 
depositors are too lazy to shop 
around. This no longer gives 
them free funds, as it did In the 
good old days of interest-free 
current accounts, guaranteeing 
spreads which made retail 
lending reliably profitable. 

But it does give them time to 
invent a new package of ser¬ 
vices which will deserve the 
loyalty of customers. Devising 
services, from share dealing to 
life insurance, is the easy part 
Managing them, however, 
looks like a nightmare. At the 
moment, the dealers have two 
grave handicaps: they are 
physically over-equipped, both 
with branches and with infor¬ 
mation technology; and they 
know next to nothing about 
the cost of any particular ser¬ 
vice they do offer. 


year, provided a fillip for the 
government in the week that it 
is expected to announce a fur¬ 
ther fan in headline inflation 
to an annual rate of 4 per cent 
In addition a survey of 1,400 
manag in g directors and finan¬ 
cial directors, conducted by 
Dun and Bradstreet the busi¬ 
ness information company, 
found that businesses are most 
optimistic about their pros¬ 
pects in toe North-West and 
the eastern regions of the UK. 



By Anthony Harris 


remain loan-shy, which is bad 
luck for our growth prospects; 
and the tide continues to flow 
hard against them. One persis¬ 
tent bit of City gossip makes 
tiie point eloquently. CitiCorp. 
which has already made some 
painful defensive adjustments 
to London, is said to be waiting 
for the right moment to make 
its first expansive move in a 
long time: when the price is 
right, and the risks are accept¬ 
able, It will bid for a large 
building society. 


Prudence rather than 
enterprise is now the 
watchword in the US 
as much as in the UK 


They are working hard at 
the moment on unbundling 
costs; but shedding them will 
take time. For example, there 
are enormous economies of 
scale to be achieved in back 
office operations on the securi¬ 
ties side - custodial work and 
settlement These ought to be 
available as soon as the pres¬ 
ent talks on a European settle¬ 
ment system are concluded. In 
practice, they can only be real¬ 
ised when the banks feel 
strong enough to write off 
their excessive investment to 
in-house hardware. Deprecia¬ 
tion would save face in toe 
end, but it may take too long. 
And then there are the staff, 
and the buildings... 

Meanwhile, the clearers 


Read that sentence again, 
and than imaging reading it in 
the go-go days of only three or 
four years ago; how are the 
mighty fallen. The idea that 
the expertise the banks most 
need to boy is that of the hum¬ 
ble friendly societies would 
have been unthinkable then. 
But If your core business is not 
grand-scale financial engineer¬ 
ing, bnt the economical provi¬ 
sion of user-friendly services 
for ordinary people, it shows 
wisdom. This wisdom is easier 
to buy off the peg than to 
implant in a sick bank. 


C itiCorp has learned 
its modesty in a hard 
school; the loan expe¬ 
rience of most of the 
New York money-centre banks 
makes our own clearers look 
like models of prudence. Pru¬ 
dence rather than enterprise is 
now the watchword in the US 
as much as in toe UK, and 
with similar results. The White 
House still does not grasp this; 
it issues repeated alarm calls 
about a “credit crunch', 
blames the bank supervisors 
and the Basle capital require¬ 
ments. and is trying to stretch 
the rules to make the banks 
more comfortable. This may 


provide scapegoats, but it i* | f 
unlikely to provide loans. 

What will help - in the end f 
- is the lower interest Tates f 
which the Fed continues tc ' 
provide. These have enabled • 
the banks to restore reasonable i / 
spreads, and have helped man¬ 
ufacturing industry through! 
devaluation. The export-led' 
recovery which has resulted 
looks fairly secure, despite r -" 

deflation In Europe and Japan; . 
enhanced competitiveness, and ^ 

the Latin American boom, 
should underwrite US growth.# 5 ^ 

The domestic economy will...-, 
take longer to restore. Loan !-7. i" ' 
rates are still high in.real.-.' - 
terms, and confidence only;--:.' 
beginning to revive. (Britain,. 1 -;, 
with a “fixed" exchange rate,'.; : 
and real interest rates inexora- V ■ 
bly rising, is in a worse fix.) /’ : • 

“Financial conservatism has.;...- : 
toe power to stifle economic ' 
growth," as Dr Henry Kaufman- : 
reminded the National Assorts- ... 

tion of Business Economists 10*j: 1 " 

days ago; and, from the same^L-^ 
talk: “Stabilisation erf the econ- 
omy through monetary policy i' H 
works through credit ' i - . 
crunches... by UmMcg or even A . 
eliminating access to credit > £'£ ■ 
altogether for marginal bor- . 

rowers. The latest *creditP • • .. , . 

crunch is centred entirely on-. « ' 
credit quality deterioration." >*• ' : 

Dr Kaufman’s purpose was L ;^" ^ 
not so much to deliver these A >1 
home truths (though they 
should be inscribed in the Brit-* ^ * 
ish Treasury as well as in the-t:■- :• 

White House): it was to ask- -: *■ 
why the folly which led to col- ■ 

lapse was ever possible. He;:”-.. -. 

traced the whole history of-.v:-. : »:«s 
risk-shifting and risk-conceal¬ 
ing invention, from the first . , 

CDs in the 1960s, through float-^ a 5 n-Ci 

ing-rate finance (long-.--;: ; : 
entrenched in Britton, but new 
in the US), loan syndication,--"-:; ■■■’■ 

swaps, securitisation and toe . -1 -'. 

rest. Liquidity was thought to.' . 

be limitless, and the illusion':, 
facilitated a prolonged 
three-card trick, in which.;;;...;., 
bankers finally lost sight of .‘‘ 
risk altogether. 

A technical failure? No;'in_ 
the last resort. Dr Kaufman ^ ' — — 

saw it as a moral issue. “Much 
of the responsibility for lapses __ 
of proper conduct rests wither, ' . 
some of the senior manage-;. 
ment of my generation.” Mar#.-.-.. •_ 

of the yuppies “were nor-r? ’ •• ' 

taught business ethics, 1 ' 

responsibilities inherent in'-.?. .. •" 

prudential behaviour, or the 
lessons of financial history." 

This is a moving confesson ^ . 
from a former partner in Sale- 
man Brothers - especially one 
who has preached prudence so -c , .v • l 
unwearyingly; but surely one - ■[ 

of toe lessons of history is that * -- \ 

these lessons cannot be taught -j 

They are only learned from £}!*■“ •... ,_ l 

personal experience. V” - 
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BAe’s £432m rights issue is due to be approved today. FT writers examine the background 


German stake in BT’s 
Syncordia likely 


/ Germany's Deutsche Tefe- 
< ■ jg Scorn seems likely this week 

y to take a 26 per cent stake 

.. W in BTs Syncordia venture, 

which the UK group has set 
• {$¥ up as a vehicle to run voice. 

date and video links tor 
muitinationai companies. A 
■i; if ' partnership with Europe’s 

*f largest teiecommunicatfons 

, ft' company by amount of tele- 

p phone traffic would boost 

, i the venture, which is a cen- 

■ ' tral plank of Brs ambition 

to globalise its business. Page 19 

Nissan seeks French deal 

Nissan Motor, Japan's second largest car 
maker, has applied to the French Finance Min¬ 
istry for permission to acquire Richard Nissan, 
■its French importer/distributor, in a deal valu- 
' ing the company at FFr661,3m (SI52m). Nissan, 
the leading Japanese maker in the European 
car market, holds a 9.55 per cent stake in Rich¬ 
ard Nissan and is seeking approval to buy the 
72.09 per cent stake held by the Richard family. 
1>age 19 

Changing with the times 

Tomorrow a UK con¬ 
struction equipment 
company is likely to 
report a near 50 per 
cent improvement in 
pre-tax profit. Such 
growth would have 
caused a small stir even 
In the happy days of the 
late 1960s. To achieve it 
now looks little short of 
miraculous. With UK 
house building severely 
affected by recession, Mr Roger Shuts (above), 
chairman of BM Group, says the sales effort 
.has been switched away from small excavators 
and towards much larger machines for infra¬ 
structure projects. Page 18 

Ecu bonds take a knock 

Turmoil in the Ecu bond market at the end of 
last week, sparked by speculation on the future 
form of the European currency unit, may have 
knocked investor confidence in the sector. 

Prices in 10-year Ecu Eurobonds slid \ point 
In a wave of selling on Thursday. But the vola¬ 
tile conditions which prevailed during the 
sell-off have raised doubts about the market. 
Page 21 


Market Statistics 


S ir Graham Day, interim 
chairman at British Aero 
space, admitted over the 
weekend that some of his share¬ 
holders “are not best pleased" by 
the dramatic reversal in the for¬ 
tunes of the aerospace and auto¬ 
motive group. 

One of his biggest shareholders 
explained its unhappiness: “Hun¬ 
dreds of million pounds have 
gone up in smoke". 

To be precise, in the six 
months between the end of 1990 
and June 80.1991. BAe’s net debt 
Increased from £808m, (S1.4bn) 
excluding advances from custom¬ 
ers, to £1.5b:p. 

That £700m outflow of cash 
was not expected by shareholders 
and analysts. 

They were more alarmed by 
this weakening in BAe’s balance 
sheet than by its warning that 
1991 profits are likely to be 
£150m, half what analysts had 
hitherto been expecting. 

There is no doubt, therefore, 
that BAe badly needs the pro¬ 
ceeds of its £432m rights issue. 
Shareholders will gather this 
morning in the City of London to 
vote on whether the issue should 
go ahead. 

“The issue will be approved", 
commented one of BAe’s biggest 
shareholders. 

But that should not be seen as 
a vote of confidence in the com¬ 
pany’s management. “If we did 
not provide the funds, that would 
be the equivalent of cutting ofT 
our nose to spite our face." 

“It was right Sir Graham 
should replace Sir Roland Smith 
as chairman", he added. “But it 
is going to take time for the 
board's reputation to be 
restored.” 

Sir Graham defended the com¬ 
panies' team of executives, led by 
the chief executive, Mr Dick 
Evans, and the finance director, 
Mr Dudley Eustace. “The board Is 
solidly behind the executives”, he 
said. “It could have chosen to 
make changes but decided unani¬ 
mously against doing so." 

“Dick Evans is the only person 
in this country capable of dealing 
with the A1 Yamamah business", 


Aiming to calm the 
worried shareholders 


By Robert Peston 




a''- 1 




g|jj 



y--*nsabuil 






Lydia van der Mow 


Graham Day: confident there is no question of breaking the company up 


he added. A1 Yamamah is the 
Saudi Arabian programme of mil¬ 
itary spending, which has con¬ 
tributed more than £&3bn of rev¬ 
enues to BAe in the past few 
years and is vital to the com¬ 
pany’s future prosperity. 

He was also categoric tbat the 
collapse in BAe's profits and the 
outflow of cash are not indicative 


of poor financial controls. 

He said the effects of the reces¬ 
sion, on the Rover car business 
and Arlington Securities' prop¬ 
erty development activities, 
could not have been predicted. 

As to the future. Rover will not 
be a drain on BAe's resources, Sir 
Graham insisted: “It will be able 
to fund itself”. 


That is remarkable, given that 
Rover’s investment plans will 
involve £ 200 m of capital expendi¬ 
ture annually for the next three 
years and a further £150m of 
costs put through the annual 
profit and loss account. 

As for the property business, 
be said: “We don’t need a fire 
sale.” 


Sir Graham said BAe's military 
activities would increasingly 
involve joint ventures with conti¬ 
nental European groups on par¬ 
ticular projects, such as weapons 
programmes, to share develop¬ 
ment costs and tie in 
a wider range of government cus¬ 
tomers. 

He added that BAe would con¬ 
sider approaches from potential 
buyers of Dynamics, its troubled 
missiles business. 

But it is not p lanning any com¬ 
plex deals which would pool its 
military aircraft activities in a 
European joint venture. 

He sai± “We can see no benefit 
to shareholders in doing some¬ 
thing clever on military aircraft" 
BAe is Europe's largest military 
aircraft manufacturer. 

In civil aerospace the group's 
commitment to the Airbus Euro¬ 
pean aircraft consortium is 
unquestioned but Sir Graham 
confirmed that BAe was explor¬ 
ing the possibility of pooling its 
regional commuter jet manufac¬ 
turing activities with an overseas 
partner. 

He insisted that neither the 
company's management nor 
strategy was In need of radical 
review. 

S ir Graham was confident 
that the proceeds of the 
rights issue would allow 
BAe to survive the recession in 
its current form and there was no 
question of breaking the com¬ 
pany up. 

“He may be right”, said a 
shareholder. “But at the moment, 
that is not a credible statement” 
“It is inevitable that businesses 
will be demerged", said another. 

Sir Graham admitted that in 
the past “not ah the company's 
messengers were delivering a sin¬ 
gle message". 

Some shareholders and ana¬ 
lysts were allowed to build up 
unrealistic expectations about 
BAe’s prospects. 

Mow BAe has a different prob¬ 
lem. 

There may be only one mes¬ 
sage coming out of the company, 
but it is not yet getting through. 
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Lord Weinstock is likely to keep a close eye on this week’s developments at BAe 

GEC is ready and waiting in the wings 

By Charles Leadbeater 


rr-IS perhaps in the German 
nature to treat all celebrations 
with feelings of gloom and 
foreboding - a sort erf mirror 
image of that peculiarly Ger¬ 
man concept of Schadenfreude. 

It was certainly true of the 
celebrations last week to marie 
the first anniversary erf unifica¬ 
tion. Part of the gloom was 
well Justified by the racist 
activities of gangs of maraud¬ 
ing skinheads in both halves of 
the country, attempting to ter¬ 
rorise the rising number of 
immigrants and asylum-seek¬ 
ers. But the rest was self-in¬ 
flicted angst at the agonies and 
consequences of the unification 
process. 

. The surprising thing is that 
anyone should ever have 
thought the process was going 
to be anything other than 
excruciatingly painful, psycho¬ 
logically, politically and eco¬ 
nomically. The feet that the 
ultimate shock therapy was 
applied - instant introduction 
of a common currency - 
meant tbat the pain was 
instant and massive. And yet 
virtually all the pain has been 
In the east 

. That is where the real unem¬ 
ployment rate is pushing up to 
40 per cent In the worst-hit 
regions, where the industrial 
base has simply imploded, and 
where the entire population 
has had to learn a complete 
new set of the rules of life, let 
alone of economic activity- 

inflation is rampant (rents 
tripled on October 1) and the 
grounds for bitterness are very 
real In the west, unification 

has been remarkably painless. 

The economy has boomed. 
Against the entire trend of the 
international recession, the 
industry of former West Ger¬ 
many has been producing up 
to the very limit of its capacity. 

Unemployment is down to 
5.6 ■ per cent and wage settle¬ 
ments have reflected the 
labour shortage. 

The real cost of unification 
has been borne by the budget 
deficit a surge in government 
borrowing and a rather modest 
increase in taxation. 

There has been an inevitable 
increase in interest rates as the 
capi tal markets coped with the 
excess demand. 


T he General Electric Company's 
interest in British Aerospace could 
develop in two different ways. The 
first is that BAe regains its stability, with 
the approval today of its £432m ($751m) 
rights issue to bolster its balance sheet 
and Sir Graham Day's commitment to his 
job as chairman lending much needed 
weight to BAe's management 
If BAe la seen to be sound by institu¬ 
tional shareholders, the UR government 
and its key customers GEC will see no 
need to do anything. Lord Weinstock, 
GEC’s managing director would not 
approach Sir Graham with proposals for 
an alliance secured by GEC taking a 30 per 
cent stake in BAe. 

However, executives in charge of partic- 


The west must 
now begin to 
learn restraint 


ular GEC and BAe businesses might be 
encouraged to propose joint ventures, for 
instance in missiles or space activities. 

Such ventures would formalise GEC’s 
link with BAe as its protective partner in 
military activities, in much the same way 
that Honda, the Japanese car manufac¬ 
turer is finked to Rover, owned by BAe. 

Two developments might force GEC to 
act more swiftly. 

First, if institutional shareholders at the 
end of this month took up perhaps less 
than 75 per cent of the rights issue, this 
might trigger a further crisis of confidence 
in BAe. The UK Ministry of Defence, faced 
with a disturbing loss of confidence in 
Britain’s largest defence contractor, might 
broker an alliance with GEC. The BAe 


board would also have to'consider chang¬ 
ing tack and talking to GEC. In the event 
of BAe being rebuffed by a significant 
minority of its shareholders GEC would be 
ready to step in quickly to bolster the 
aerospace group by taking a minority 
stake. 

Second, the UK government might 
become concerned that BAe could become 
a huge liability If its financial crisis proves 
deep and enduring. Former BAe execu¬ 
tives do not disagree with City assess¬ 
ments that the company will need much 
more money to cut its military business 
down to a manageable size while also 
funding development work for the Airbus 
European aircraft consortium. 

Rather than wait for a second crisis to 


hit the company in a couple of years, the 
government might decide it should be 
sorted out now by underpinning BAe with 
some of GEC's cash rather than using the 
taxpayers'. A vital factor in determining 
the government’s position would be 
whether the Saudi Arabian government, a 
large BAe customer for weapons, aircraft 
and civil engineering, indicated it was less 
than confident of BAe’s position. 

Which of these two scenarios - the 
gradualist or the short and swift - proves 
closer to the truth will turn on sentiment 
towards BAe among shareholders and poli¬ 
ticians. But whether It takes weeks or the 
best part of a year, it seems increasingly 
likely that GEC and BAe's military busi¬ 
nesses will become further intertwined. 


French 
state to 
seU 24% 
of insurer 

By William Dawkins in Paris 

THE French Finance Ministry is 
preparing to sell a 24 per cent 
stake in the state-owned Caisse 
Nationale de Prevoyance (CNF), 
the country’s second largest pro¬ 
vider of life insurance, to the pri¬ 
vate sector. 

Analysts say the sale is expec¬ 
ted to be worth around FFr3bn 
(S527m) 

CNF has FFl20bn under man¬ 
agement, giving it an estimated 
12.4 per cent of the French 
life Insurance and savings 
market. 

The sale is the second disposal 
to be announced since the 
French government extended its 
programme of partial privatisa¬ 
tions at the end of August 

The first was Credit Local de 
France, a local authority hank, 
expected to raise FF2bn for the 
state coffers, when it sells a 20 
per cent stake on the stock mar¬ 
ket autumn. 

Like Credit Local. CNP will 
only be selling existing shares 
owned by the state, rather than 
issuing new capital for invest¬ 
ment in itself. 

Unlike Credit Local, there is 
no plan for an immediate flota¬ 
tion. though this could happen 
later, say officials. 

The move will further fuel crit¬ 
icisms that the government is 
using partial privatisations to 
help reduce its budget deficit 
rather than allowing state com¬ 
panies to boost their capital, as 
voiced recently by Mr Jean Pey- 
relevade, chairman of state 
owned Union des Assurances de 
Paris, and shared by several col¬ 
leagues. 

CNP now has the status erf a 
public establishment like Klectri- 
cite de France, and is to be 
changed into a standard state- 
owned company under a law to 
be presented to the current ses¬ 
sion of parliament, in time for 
partial privatisation early next 
year. 

The 24 per cent stake would be 
sold to French and foreign part¬ 
ners, possibly other European 
life insurance companies, while 
the Caisse des Depots, the state 
financial institution which today 
manages CNP, would buy 
another 25 per cent 

The government would keep 
the remaining 51 per cent. 

Two banks have been asked to 
prepare a valuation of CNP by 
the end of the year, estimated by 
analysts to be worth around 
FFl2bn. 

That would value the private 
sector and Caisse des Depots 
stakes at FFrSbn each. 

CN P recorded net profits of 
FF873m on sales of FF29bn in 
1990, expected to rise to around 
FF35bn this year. 


To judge by the public out¬ 
cry over increased taxes last 
July, the pain has been almost 
unbearable. In reality, it has 
been very modest One year on, 
however, the bills may have to 
start being paid. 

In the past month, a series of 
forecasts for the German econ¬ 
omy in the coming year sug¬ 
gest that trouble is looming. 
Most melodramatic, the eco¬ 
nomics department of Dresd- 
ner Bank declares that “the 
German economy is presently 
on a knife-edge”. 

AH the forecasts agree on a 
rapid slowdown for the rest of 
the year and into 1992, with an 
acceleration in inflation and a 


recession because of the inabil¬ 
ity of government and the 
trade unions in the nest, to 
restrain their consumption in 
order to finance the recovery 
of the east 

For that is the choice feeing 
the two halves of Germany. 

Restraint in the west is 
essential if the massive 
demand for government subsi¬ 
dies in the east is to be 
financed without serious over- 


And hitherto neither govern¬ 
ment nor the western labour 
force, have shown any serious 
inclination towards such self 
—denial. 

Mr Ttaeo Waigel, the Mtnis- 


Economics Notebook 

By Quentin Peel in Bonn 


recovery from mid-1992 largely 
dependent cm the rest of the 
international economy. 

“The high inflation rate and 
alar ming ly high government 
borrowing involve a dangerous 
potential for conflict regarding 
the relationship between fiscal, 
monetary and wage policy,” 
says the Dresdner Bank fore¬ 
cast 

“Already twice - in 1973-74 
and 1980-81 - a conflict 
between monetary and wage 
policy contributed to a sudden 
mid of an economic upswing. 
In the period of economic inte¬ 
gration between the old and 
the new Linder, adverse strate¬ 
gies in economic policy would 
befataL” 

The bank clearly sees the 
danger of the Bundesbank, 
absolutely set on control of 
inflation and money supply, 
deliberately engineering a 


ter of Finance, insists th at his 
budget deficit will be cut to 
DM50bn (£i7.1bn) next year 
and is set on finding cuts in 
subsidies to the tune of 
DMlObn - as demanded by his 
colleague Mr Jurgen Mo lie- 
roann, the Economics Minister 
- to reach 1L 

But he fells to spell out aD 
the other elements in the pub¬ 
lic deficit 

According to the Deutsche 
Institut ffir Wirtschaftsfor- 
schtmg - Berlin-based, and 
therefore as sympathetic as 
any to the plight of the east - 
the total public sector deficit 
this year will reach DMl35bn, 
when the Lander, communes 
and special funds (like the 
Unity Fund) are included. 

In 1892. it will only fell to 
DMIMbn. The government 
only recognised the scale of the 
demands in the east belatedly. 


and underestimated the costs 
both of subsidies and infra¬ 
structure spending, it says. 

Yet so far the brunt of the 
extra has been borne by deficit 
spending and tax increases, 
and the proposed spending 
CUtS in the west are marginal. 

Indeed, the DMlObn cuts are 
already being shot at from 
every side of the political spec¬ 
trum, because they affect such 
important political interest 
groups as agriculture, ship¬ 
building and coal - mining; 

The Linder governments in 
the west have also been very 
modest contributors to the cost 
of re-unification so far and 
the proposal that their tradi¬ 
tional “structural assistance” 
from Bonn should be trans¬ 
ferred to the eastern Lander is 
still very much in dispute. 

On the wages front, there 
has been a similar absence of 
self-denial 

The pressure for wage 
equalisation in the east has 
been a significant force under¬ 
mining the recovery of compet¬ 
itiveness in eastern industry. 
Productivity in the east is esti¬ 
mated at 30 per cent of that in 
the west, but wages are 
already at 65 per cent. The 
western trade unions have 
been a big force behind that 
equalisation movement 

The overheating in the west, 
however, is more a function of 
wage pressures in the west. 
Any suggestion that somehow 
there has to be a freezing of 
western living standards to 
pay for the eastern reconstruc¬ 
tion is met with incredulity. 
The 7.5 per cent income and 
corporation tax surcharge pay¬ 
able this year has met with 
great bitterness and contrita 
uted to the growth in anti 
-unification sentiment in the 
west. 

Which way the German 
economy tips off its knife 
-edge depends very much on 
the degree to which the 
wealthy western citizens are 
finally prepared to pull in their 
bulging belts. Otherwise the 
Bundesbank may be tempted 
to do the job for them and pre¬ 
cipitate a recession which 
would then have dire effects on 
the recovery effort in the east 
as weDL 


Statement 
expected on 
resignations 
from Fox 

By David Barchard 

MR PHILLIP THORPE, the 
new chief executive of the Lon¬ 
don Futures and Options 
Exchange (Fox), is expected to 
make a statement later this 
week on the events which led 
to the resignation at the week¬ 
end of Mr Saxon Tate, Fox’s 
chair m a n , and Mr Mark Blun¬ 
dell, its previous chief execu¬ 
tive. 

The two men submitted their 
resignations at an emergency 
board meeting on Saturday 
morning, following the the dis¬ 
covery earlier in the week of 
possible irregularities in the 
operation of Fox's property 
future. 

A spokesman for Fox said 
yesterday tbat an Investigation 
into the Irregularities was still 
under way and that Mr Blun¬ 
dell now accepted that the 
activities had been incompati¬ 
ble with his responsibilities as 
chief executive. 

“The Fox board is satisfied 
that the motivation for the 
activities was not personal 
gain,” the spokesman added. 

The investigation is under¬ 
stood to include tankers who 
may have been booking cross¬ 
trades to give clients an 
inflated Impression of volume 
in the property futures market 

This morning’s trading will 
be a real test of the market’s 
confidence in Fox. Traders will 
be waiting to see whether 
other Fox marketsjncluding 
its floor-traded cocoa and cof¬ 
fee contracts, are affected by 
last week's upheavals. 

Though Fox's board hopes it 
will eventually be possible to 
re-open the property futures 
operation closed on Wednes¬ 
day, this is likely to take 
months rather then weeks. 

Mr Michael Chataway, the 
deputy chairman, will act as 
chairman of Fox. 


“Where on earth can we 

GET BETTER ACCESS?” 


T-vT'* 





You wont come across a more accessible location 
than the Black Country. 

There are no less than 4 significant motorways 
servicing the area in all directions: the M6, M5, and via 
the M42, the M40. 

With a national rail link on the doorstep, plus the 
Blade Country Spine Road and new MGdiand Metro in 
the pipeline; the Black Country wffl soon have an 
unrivalled transportation infrastructure. 

We're even at the heart of things in Europe. 
(Birmingham International Airport is less than 45 
minutes away.) 

For more information, take the direct approach; 
contact us on the number below. 

BLACK COUNTRY 

DEVELOPMENT CORPORATION 




'A* 

* s 


Please address enquiries to: Linda Dement Blade Cbwtry Development Goiporatfcn Hack country Houst 
Row* Green React OMbuy, West Midlands B69 2DG. Taft 021-511 2Q0CL fax; 021-544 5710 / 021-552 0490. 
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Short Term Trade Finance Programme 


In the Jirst 3 months of the programme 
funds in excess of 


US $50,000,000 


have been drawn 


Arranged by 


Morgan Grenfell Trade Finance Limited 


Morgan Grenfell Trade Finance Limited 

23 Great Winchester Street, London EC2P 2AX 



This announcement appears as a matter of record only 


Khadim Ali Shah Bukhari & 
Company Limited 


(Member of the Karachi Stock Exchange 
Guarantee Limited) 


Placing of 

1 t 650 f 000 Ordinary Shares 
to 

international Investors 
by 

Citicorp Vickers (Hong Kong) Limited 


Advised by 

CITICORP INTERNATIONAL LIMITED 

o 


September 1991 


This advertisement is issued in connection with the requirements of the Council of The 
London Stock Exchange. It does not constitute an invitation to subscribe for or purchase 
any securities. 


POTGIETERSRUST PLATINUMS UMITED 

(Incorporated in the Republic of South Africa) 

Registration No. 0 1/08353/06 


INTRODUCTION TO THE OFFICIAL LIST 

BY 

SMITH NEW COURT CORPORATE FINANCE UMITED 

Share Capital 

Authorised Ordinary shares of Issued and to be issued 

114,000,000 2S cents each *3,006,6 1 5.62 

Application has been made to the Council of The London Stock Exchange for the whole 
of the issued ordinary share capital of Potgietersrust Platinums Limited to be introduced to 
the Official List. It is expected that dealings In 60.000,000 shares (nil paid) will commence 
with effect from 7th October 1991 and In 120,264,625 shares (fully paid) with effect from 
4di November 1991. 

Particulars of the introduction document may be obtained during normal business hours 
from the Companies Announcements Office of The London Stock Exchange, 46-50 
Finsbury Square, London, EC2A IHD, by collection only up to and including 9th October 

1991, or during usual business hours on any weekday until 21 st October from: 

Bamato Brothers Limited 
)6thFk>or 
99 Bishopsgate 
London 
EC2M3XE 


Smith New Court 
Corporate Finance Limited 
Smith New Court House 
P.O.Box 293 
20 Fam'ngdon Road 
London ECIM3NH 

Listing particulars relating to Potgietersrust Platinums Limited will be included in the 
Companies Fiche Service available from Excel Financial limited. Fitzroy House, 13-17 
Epworth Street, London, EC2A4DL from 1500 hours on 8th October 1991. 

7th October 1991 


HENDERSON UNIT TRUST 
MANAGEMENT LIMITED 


Announce with effect from 4th October 1991, FAMILY 
OF HENDERSON FUNDS has been merged following 

n into FAMILY OF 


an 


Holdos of Family of Henderson Funds units wffl receive 
0.9801 units in Family of Funds for every unit held. 


COMPANIES AND FINANCE 
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GPA seeks 
$500m 
via US 
bond issue 


By Boland Rudd 


GUINNESS Peat Aviation, the 
world's largest aircraft leasing 
company, is planning to raise 
op to $500m (£28fim) through, a 
public bond issue in the 
United States. 

This will be the first ever 
public offering by the private 
Shannon-based group, whose 
flotation is scheduled for next 
year. It has appointed Merrill 
Lynch to register the debt 
issue with the US Securities 
Exchange Commission next 
month. 

The GPA board decided In 
March IS9Q to consider a 
sell-off simultaneously in 
Britain, America and Japan. 
The market had expected the 
first public fund-raising to 
come through the flotation 
Itself. 

Mr Maurice Foley, the chief 
executive, recently explained 
that the decision to go public 
reflected a combination of the 
company's growth and the 
need to provide a tradeable 
security for its 400 sharehold¬ 
ers. 

The board still intends to 
float the group by June of next 
year if market conditions are 
right. However, it has derMed 
that it needs to raise more 
money by the end of Decem¬ 
ber. 

The group believes that air¬ 
lines will not be able to fund 
directly more than 40 per cent 
of the $450bn needed for new 
aircraft It wants to be in a 
position to provide that fund¬ 
ing. It could have continued to 
raise money through its com¬ 
mercial paper programme, 

mwUirm term nntpe and hnnlr 

loans, which over the past 
nine months have been respon¬ 
sible for raising around $ 2 bn. 

However, it believes it will 
get better lending terms by 
widening the number of insti¬ 
tutions involved in Its debt 
programme. It has an esti¬ 
mated $2.5bn debt against 
gl.lbn of equity. 

Since Mr Tony Ryan, the one 
time Aer Lingus leasing man¬ 
ager, created the group in 
1975, it has expanded rapidly. 

The company had 307 air¬ 
craft under its management at 
the eud of March and cur¬ 
rently has 94 leating custom¬ 
ers in 46 countries. GPA has 
273 new aircraft on order up 
to the year 2000, and options 
on an additional 240. 

However, some analysts 
remain concerned that the 
group may heafiected by the 
softer pricing trend for operat¬ 
ing leases and second hand 
aircraft. Nonetheless, GPA 
managed to perform well 
above the industry's average 
in its latest financial year with 
pre-tax profits rising from 
$247m to $28 lm (£l66m). 


Anglo Scandinavian 
likely to disappear 

Anglo Scandinavian 
Investment Trust seems cer¬ 
tain to disappear, whatever 
the outcome of the current 
£18.3m bid from Scottish 
Cities Investment Trust, writes 
Philip Coggan. 

A number of approaches 
have been made to the trust by 
outside parties. The hope is 
that one of these will lead to a 
cash offer as close as possible 
to net asset value. 

Anglo Scandinavian has a 
substantial stake In Scottish 
Cities, and In two other invest¬ 
ment trusts in the Finsbury 
group, part of the business 
empire built up by the late Sir 
Walter Salomon. 

Scottish Cities plans to use 
the bid as a means of partly 
reorganising the Finsbury 
group. It is feared an outside 
party might use the ASIT hold¬ 
ings for predatory purposes 
and disrupt Finsbury's plans. 


Thinking big pays off for BM 

Jane Fuller explains how Blackwood Hodge is being absorbed 

T 
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OMORROW a UK con¬ 
struction equipment 
company is likely to 
report a near 50 per cent 
improvement in pre-tax profit 
Such growth would have 
caused a small stir even in the 
happy days of the late 1980s. 
To achieve It now looks little 
short of miraculous. 

The company is BM Group, 
which is estimated to have 
increased taxable profit from 
ggftn to £34m in the 12 months 
to June 30 - about 60 times 
that made in 198384. the year 
It joined the stock market 
A few million pounds profit 
are expected to have come in 
from Blackwood Hodge, the 
international earth-moving 
equipment distributor acquired 
last November for £55m. How¬ 
ever, the paper issued against 
the deal mil have nullified the 
effect on earnings, which 
should be up by 20-25 per cent 
Bifs advance owes more to 
switching its distribution effort 
to better markets in terms of 
application and geography. 
Margins have also been raised 

in TnflTmfar fc nrirtg and in nOO- 

construction equipment lines. 

With UK house building 
severely affected by recession, 
Mr Roger Shute, chairman of 
BM, says the sales effort has 
been switched away from small 
£30,000 excavators and towards 
much larger machines for 
infrastructure projects, fetch¬ 
ing up to £1.8m each. 

BM's push overseas has been 
gathering pace for at least 
three years. With Blackwood 
iwafcing 85 per cent of its turn¬ 
over abroad, the UK is on its 
way to accounting for less than 
30 per cent 

In the past year the better 
economies for equipment dis¬ 
tribution have induded Spain, 
France and Italy, while prod¬ 
ucts made at BM’s factories in 
the UK and US have been 
pushed out through the over 


TORDAY & Carlisle, the niche 
engineer, has said that just one 
of its subsidiaries is worth 


more than the near £15m being 
offered by Dowding & Mills for 
the whole group, writes Jane 
Fuller. 

Torday claims in its defence 
document that Dowding only 
wants DM1, which reconditions 
components for large diesel 
engines. DMI made a trading 
profit of Elm (£1.2m) in the 
first half of this year, but over¬ 
all the group incurred a pre-tax 
loss of more than £600,000. 

The main deficit was a Elm 
operating loss at Oldham signs, 
and Dowding has said It would 
sell this business. Torday 
defends this subsidiary, which 
made a £2.4m operating profit 
in 1989. as being well posi¬ 
tioned for an upturn among 
retailing customers. 

Torday says the offer places 
a negative value on Oldham 
and Elfab-Hughes, a profitable 
maker of pressure relief and 
safety equipment. 

At Friday’s closing prices, 
Dowding’s 7-for-5 paper offer 
values each Torday share at 
just over 92p, compared with 
the market price of 97p. 


Inti Media Comms 
cuts loss to £0.7m 


International Media Communi¬ 
cations, the USM-quoted pro¬ 
vider of video services and 
related equipment, has cut its 
pre-tax losses from £2.38m to 
£715.000 in the year to April 30. 

Mr David Cicurel chairman, 
said the year had been one of 
intense activity. There had 
been a total capital injection of 



Roger Shute: selling 
machines fur £L8m 


seas distribution chains 
acquired since 1989. 

Mannfartnring efficiency has 
been improved by reducing the 
number of UK sites. Wick¬ 
ham’s factory was closed at a 
cost of 250 jobs, and its product 
range split between other ven¬ 
ues. Barber-Greene road pav¬ 
ers, for instance, came to Ben- 
ford at Warwick, where the 
workforce has been promised 
no redundancies. In return it 
accepted a pay rise of only 3K 
per cent over 18 months. 

The system operated is what 
Mr Michael Adamson, who 
runs the factory, calls A JIT - 
almost just in time - because 
four to eight weeks* stocks of 
finished goods are kept for a 
quick response to customers. 

And what if there is no 
demand, as many competitors 
have complained? “You stimu¬ 
late it, n says Mr Shute, by 
kicking the salesmen into 
action. Sates to the continent 
have trebled in the past year. 

Another Benford anecdote 
Qlnstrates the BM approach to 
stocks, cash and paperwork. It 
used to store £70.000 of fasten¬ 
ers, supplied by several con¬ 


cerns. An agreement was 
reached with one supplier, who 
bought the stocks, cut prices 
by 7.5 per cent overall and 
delivers once a month. “Maxi¬ 
mum cash flow, mi nimum 
paperwork," says Mr Adamson. 

This is echoed in the Black¬ 
wood Hodge operations that 
BM has taken over. Mr Gordon 
Hough, finance director in Can¬ 
ada, says BM's prime emphasis 
is on casb- 

“They gave us very clear 
operating policies and then 
they went away and left us to 
do it" He described Blackwood 
as providing “interference of 
the wrong type". 

Trading conditions in what 
was the largest part of Black¬ 
wood have been miserable. The 
riwiiadian operation's turnover 
peaked at C$250m in 1989, but 
has fallen to about flSOm, with 
the number of employees cut 
from 790 to 520. 


A; 


similar story is told in 
Australia - also in 

_ _deep recession - by Mi 

Peter Nocktes, managing direc¬ 
tor. Blackwood's head office 
demanded monthly manage¬ 
ment accounts running to 
more than 50 pages, BM makes 
do with 10. "In each of the 
important areas - trading 
results, margins, expenses, 
rash flow, balance sheet - BM 
executives get sufficient detail 
to pick up any problems. Under 
Blackwood, this was lost in a 

m ass Of de tail " 

Both men referred to BM’s 
strong working relationship 
with the Japanese. This dates 
back to the origin of Mr 
Shute’s business, working from 
home as UK importer of 
Hitachi excavators. The link 
has been cemented by the sale 
of a 49 per cent holding In 
Blackwood’s Australian subsid¬ 
iary to a Japanese consortium. 

This deal was annou nced on 
the last working day of BM's 


financial year and brought in a, 1 

precious £9m to help reach 
gearing target of about 70 per ' .... 
cent. Debt is expected to have ^ 
come down from £108m out 
December 31 to roughly £80m. : 

Blackwood’s impact on BM’s ' 

figures will be looked for nvost - * 
keenly on the balance sheet. -- ■ ' * 
Acquisition accounting has ’ ’ - ’ 
helped shovel the cost of xeor- ” r - . ' 

gaxusing the business - both • - r 

before and after the takeover i. ; - 
- below the line. ' ‘ 

Although Blackwood made -- - 

an £18.3m pre-tax profit in 1889 '*: ■ 
on sates of nearly £500m, its- ■ •. 

problems mounted rapidly last 
year. The worst were UK -.-;" 
losses, an ACT-related taxation --' ' 
rate of 60 per cent, and debt 1 - 

Its 1990 first-half retained ■'» - 

loss of £3m has been dwarfed 
by subsequent provisions. - 

Interim results for the six 
months to December 31 ~ 

(released because of ontstand- 
ing preference shares) showed ' - 
an £18m pre-tax loss and a for- -Ci¬ 
ther £17m deficit mostly cover- ; 
ing restructuring costs and ~‘ 
write-downs. 

BM is, however, expected to 
take the whole £35m as a f.-.;- * 
reduction in the Blackwood net ’j. - 
assets which it takes on to - • 
combined June 30 balance\ 
sheet. White Blackwood’s net ' 

assets were £95m in December -V : " • :* - 
1989, the combined group’s fig- - ' 

ure for June 30 thia year, 
including retained profit, is ’ " 
only likely to have risen from 
£63m to about £120m. , 

To get Blackwood Into 
shape, the Northampton head 
office has been closed, UK .. - 

depots shut, and the combined .... ‘I. 
workforce reduced by L500 to 
5,300. The savings in overheads -v. . . 
alone is put at more than £l5m : r 1 ~ 
a year. Blackwood's annual , 

turnover will fall to about ru --- 
£300m with disposals playing a - 
part since BM does not want £ 
the African, Asian or Far East- ■ - 
em operations. 


NEWS DIGEST 


Torday hits 
out at 

Dowding bid 


about £3.4m, including the 
rights issue and before 
expenses; the capital reorgani¬ 
sation had been approved by 
the High Court, reducing the 
no minal value of the shares to 
Ip; all outstanding litigation 
against the company had been 
settled; operations had been 
restructured, overheads 
reduced and management 
resources concentrated on sec¬ 
tors of the business with the 
most potential. 

Turnover declined to 
£845,000 (£Ll4m) and the pre¬ 
tax result was helped by 
sharply reduced exceptional 
charges of £229,000 (£1.48m). 
These related to irrecoverable 
royalties, adjustments to asset 
values of discontinued 
operations and non-r 


the end of 1989 net rents 
totalled £3.32m and profits 
were £508,000. 

At June 30 the net asset 
value per share had fallen to 
430p, against 710p at the end of 
1989. There was a deficit on 
property revaluation of £16-3m, 
a decrease of nearly 21 per 
cent 

The final dividend is 4p for a 
total of 7.5p (6.25p). 


Dividend rises at 
Welsh Indust Trust 


The section most affected by < <• 

the recession was Belsfc^E, the .... 

maker of motorcycle equip- ]t 

ment, rain and namal country_ 

wear. Sales fell, effectively • 

negating the cost savings made ~ ^ 
previously, and a loss was " ■ - ■ ■ • 

incurred. v \ . 

Increased sourcing had been - •- 

accelerated as a way of improv- • 
ing margins and it was -likely - 
Belstaff would continue to U“ir- . 

reduce its UK manufacturing rr:i- 
base. . . 


ra-recurring 
legal costs associated with 


restructuring the company. 

Lasses per share emerged at 
0.42p (3.13p) and again there is 
no dividend. 


In the year ended April 5 1991 
pre-tax profits of Welsh Indus¬ 
trial Investment Trust 
improved from £104.000 to 
£106,000. 

Earnings worked through at 
5-29p (5.71p) per share and the 
dividend is lifted to A5p (4p). 


Higher interest cuts 
ERG to I£763,000 


Brown & Tawse 
resignation 


Halstead improves 
3% to £7.65m 


Mr Keith Rae has resigned as 
chief executive of Brown & 
Tawse, the distributor of steel 
and pipeline products which 
lost £ 1 . 2 m in the year to 
March. During the search for a 
new chief executive, Mr Gilbert 
Black, chairman, has assumed 
the duties. 


Estates & Agency 
profit tops £lm 


Over the 18 months ended 
June 30 1991 Estates & Agency 
Holdings achieved a rental 
income of £6.59m and pre-tax 
profit of £L08m. 

Properties were virtually 
folly let and the portfolio was 
well spread both in type and 
geographical distribution, the 
directors said. 

In the previous 12 months to 


James Halstead Group, the 
Industrial concern, increased 
its pre-tax profit by 3 per cent, 
from £7.44m to £7.65m, in the 
year ended June 30. although 
turnover was only marginally 
ahead at £58.3m. 

After lower tax, earning s per 
share rose 9 per cent to 36.l2p 
(33J29p). The final dividend is a 
recommended 7p for a total of 
U-25p (10-5p). 

In floorcovering manufac¬ 
ture the group increased sales 
and profits in spite of the diffi¬ 
culties in the construction 
Industry. More investment was 
being made in capacity to 
ensure the medium-term 
growth of Polyflor. 


Higher interest charges resell¬ 
ing from its recent acquisitions 
left ERG, the packaging prod¬ 
ucts company based in County 
K ilda r e, with interim pre-tax 
profits 25 per cent lower at 
I£763,000 (£700,000), against 
l£l.Q2m. 

On turnover of I£30.1m 
(I£27-2m) far the first half of 
1991 operating profit was 
££1.53m (I£1.47m). The .final 
payment on its purchase of 
KSH Plastics and the acquisi¬ 
tion of lnterlux and Precision 
Metalwork resulted in an inter¬ 
est charge of I£769,000 
(K445.000). 

Mr Brendan O'Kelly, chair¬ 
man, said continuing difficul¬ 
ties in the UK and the higher 
Interest cost made it unlikely 
that last year's record result of 
l£2.76m would be repeated. 

After tax of I£181,000 
(l£133,000) and minorities of 
1227,000 (I£57,000) earnings per 
share came out at 3.9p (6p): 

An unchanged interim divi¬ 
dend of 1.75p has been 
declared. 
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CROSS BORDER M&A DEALS 


TARGET 

SECTOR 

VALUE 

COMMENT 

Nissan Motor Co 
(•»«pan) 

Richard Nissan SA (France) Car 

distribution 

£63m 

Finance 
ministry permi¬ 
ssion requested 

North West Water (UK) 

Wallace & Tiernan (US) 

Waier treatment 

£74m 

dto MMC referral 

Foots* or* Interna [tonal 
(Japan) 

Harry W Hamacher 
(Germany) 

Transport 

E35m 

Cash 

transaction 

Scottish Equitable (UK) 
Wutlei mbaryteche 
(Germany) 

JV 

Insurance 

n/a 

Long-term 

venture 

Glide Investments 
(Hot land) 

Unit of GKN (UK) 

Cycle 

accesories 

E10.6m 

Disposal of 

Dutch unit 

Garber Products (US) 

Aitcna (Poland) 

FruK juice 

£8.5m 

Polish 

privatisation 

tittle woods (UK) 

Unit of Fedora/ Express 
(US) 

Mail Order 

n/a 

FedEx 

retrenching 

E Merck (Germany) 

Lipha (France) 

Pharmaceuticals 

n/a 

Merck buys 52% 

Honda (Japan) 

Svanska Honda Blllmport 
(Sweden) 

Car 

distribution 

Ei ,9m 

50% stake taken 

Alcoa (US) Kobe Steel 
(Japan) 

JV 

Aluminium 

processing 

n/a 

Car-driven 

venture 
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COMPANY NEWS IN BRIEF 


bromsgrove INDUSTRIES 
has paid £l.3Sm for the preci¬ 
sion engineer Ajax of Coventry 
and £450,000 for Ajax of Coven¬ 
try (Investments). Payment 
will be £125.000 by the issue 
and allotment to Mr John 
Smart, the principal vendor, of 
88,842 Bromsgrove ordinary 


and £1.7m cash satisfied by an 
institutional placing. 
MEDITERRANEAN FUND: Net 
asset value SS3J27 (£47.68p) as 
at June 30, down from tJM92 
over the 12 months. Net reve¬ 
nue S269.000 (535L000) for earn¬ 
ings of 49 cents <64 cents) per 
share. 


ABBEY GLOBAL INVESTMENT FUND 
Registered office: 

Cfertre Mercare, 7th Floor, 41 Avenue de la Gare, L-1611 
LUXEMBOURG 
R.C de Luxembourg B26141 


ANNUAL GENERAL meeting of shareholders 


Agenda of (he Annual General Meeting of StareboWcre. 


U*c Board of Dto and oTU* Audiinn 

og 2 Asset* as.at 30 Juno 1991-.ad 

r °f (he year ended 30 June 1991. 

n Manuals shown in ihe. Financial 
theFUDdsUK D * rtbuw l0t 

1° * e . Bo «d oT Directors and [he Auditor* for Uft 
1991. * “* paymau Director*' feta for (be year ended 30 June 


Voting 


v^s^w^Sreon 8 quorum, by » simplem^ority of ibe 


thereon at the meeting. 
Voting Arrangements 


Fund, or with any bank or finarerin r , at n^Slcred oluce of ihc 

Ihe retalive Depoat Reecfeu ■ Bt: ?? labie . LO ^ 

of the Fund) mux ^» r be obtam ed from [he raistotd offae 

noi laier than October 16 1991 of (he Fnad tn wii»c 

uati, Urn day fS& s & 'BJt'tSf&SSS&F* ^ 


present in flereon ^ de P°* 1 thrir certificates bat can be 


pOTon *»«*'«* ^ 

ShnschoWtrs who cannot miend ih. - ■ 

ss sBSsayia. 

□nd'can°fc*with a copy of life Notice 


io arrive nts 


irom ihe regbiamj onice. 
The BmtJ of Dhetlon 


35 September. 19S1 
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Nissan seeks 
go-ahead to 
. buy French 
; ; distributor 

. % Kevin Done, Motor 
.’industry Correspondent 

NISSAN MOTOR, Japan’s 
*- ■. second largest car maker, tmy 
_' appli ed to the French Finance 
^Ministry for permission to 

• 7-acquire Richard Nissan, its 
‘- French in? po rter/dl stribn tor, 

in a deal valuing the company 
; at FFr861.3tt ($152m). 
v - Nissan, the leading Japanese 
1 maker In the European car 
~ - market, holds a 9.53 per cent 
.' stake is Richard Nissan and is 
■* seeking approval to hoy the 
- '72.09 per cent stake held by 
>■ the Richard family. 

*“-■ It Is paying FFr1,253 per 
" • ■share, valuing the family hold' 
tag at EFt629.9m. It will make 
the same offer to minority 

• shareholders. 

' -The car maker agreed in 
> April to bay the family stake 
' In the company, when Mr Jean 
Pierre Richard, the founder 
and president, announced his 

■ retirement 

• r - Takeovers of French compa- 
“ - nies by non-European Comma- 
’* nity businesses must be vetted 

- ’ hy the French government, 
■’' one of the few foreign invest- 
**- men! controls left In France. 

-' ' Nissan said it expected its 
vehicle sales in France to rise 
’ to 37,000-38,000 this year from 

• 30,770 in 1990. 

It is rapidly expanding con¬ 
trol of Its European vehicle 
r - distribution network. The 
• group is establishing its own 
--.dtetribBiiou operations in the 

- UK following a prolonged con- 
! > flict with Nissan UK, its pri- 

■ vately owned British importer 
■■" for the past 21 years, whose 

contract haw been terminated 
-from the end of the year. 
Nissan holds direct control 

• of its vehicle distribution 
operations in Germany. Italy, 
Spain, the Netherlands and 

> 'Switzerland. 


: Bikuben aims to 
, ; raise DKr523m 

■ BIKUBEN, Denmark’s third 
largest bank, plans to raise 
.. DJEr523m ($80m) through a 
one-for-seven rights issue, 

• _ priced at DKr250 per share,' 

writes Hilary Barnes in Copen- 
. hagen. 

•The savings bank, which 
was converted to a joint stock 
company in 1988, has assets of 
about DKrlOObu. This will be 
its second rights issue since 

* the conversion two years ago. 

•The. issue wlIF help 
strengthen the bank’s capital 
..base after the acquteition thi« 
year of Sparekassen Sydjyl- 
. land, the Sonth Jutland 
- ; savings bank. 


Deutsche Telekom set to 
take stake in BT venture 


T" he Robeco Bank (Switzerland) S.A. offers 
all the services you’d expect from a Swiss bank 
and some that will come as a pleasant surprise. 
Bor a start, Robeco believes in making your 
money work as hard and successfully as you do. 

For example, over the past 10 years, the 
Robeco investment company has achieved a 
return in US dollars of293%, or an average of 
14.7% per annu m. 

This remarkably consistent performance has 
been achieved by identifying those blue chip 
equity investments which give long term, low 
risk opportunities for income and growth. 


By Hugo Dbcon in Geneva 

GERMANY'S Deutsche 
Telekom seems likely this 
week to take a 26 per cent 
stake in BTs Syncordia ven¬ 
ture, which the UK group has 
set up as a vehicle to run 
voice, data and video links for 
multinational companies. 

A partnership with Europe’s 
largest telecommunications 
company by amount of tele¬ 
phone traffic would boost the 
venture, which is a central 
plank of BTs ambition to glob¬ 
alise its business. 

But Syncordia. based in 
Atlanta, Georgia, suffered a 
flat launch last month when 
BT, formerly British Telecom, 
was unable to announce any 
firm customers, or even where 
the service was available. 

BT had also been unable to 
finalise plans for Deutsche 
Telekom and Nippon Tele¬ 
graph and Telephone, Japan’s 
largest telecommunications 
group, to take minority stakes. 

However, Deutsche Telekom 


BR5S 



Tain Vallance: meeting 
likely with Telekom head 

said on Friday it would decide 

whether to join this week. 

It is understood that Mr Hel¬ 
mut Ricke, Deutsche Telekom's 
chief executive, is likely to 
meet Mr Iain Vallance, BT's 
chairman, in Geneva this 


week, where both will be 
attending thp Telecom 91 exhi¬ 
bition. 

In a further boost to Syncor¬ 
dia, BT said it was close to 
signing Amadeus, the Euro¬ 
pean airline reservation sys¬ 
tem. as its first customer. Syn¬ 
cordia would manage part of 
the Amadeus network. 

Syncordia is having diffi¬ 
culty identifying where it will 
offer services because monop¬ 
oly regulations in most coun¬ 
tries restrict the range of ser¬ 
vices that can be offered by 
any company, except state- 
owned operators. 

A partnership with Deutsche 
Telekom would at least allow 
access to the Important Ger¬ 
man market 

BT is hoping that restric¬ 
tions in other countries will 
crumble through a combina¬ 
tion of pressure from users 
who want more choice and 
governments which wish to 
promote competition. 


I work hard for my money. 

I expect my money to work even harder. 

Robeco gives me excellent performance with personal service. 



Utility opposes rival’s Fecsa bid 


By Tom Bums in Madrid 

ENDESA, the state-controlled 
Spanish electricity generator at 
the centre of big domestic take¬ 
overs this year, appears to 
have encountered resistance to 
its acquisitive drive. 

Iberdrola, the main private 
sector utility, is formally to 
oppose the generator’s plan to 
bid for Fecsa, which supplies 
some 54 per cent of Catalonia's 
electricity needs. 

Iberdrola was formed in 
June on the merger of Iber- 
duero and Hidrola, the two big¬ 
gest private companies. It has 
notified the stock exchange 
co mmiss ion that last week's 
agreed $400m bid by Endesa to 
raise its Fecsa stake by 25 per 
cent to a controlling 40 per 


cent prejudiced the interests of 
other shareholders. Iberdrola 
owns between 13 and 17 per 
cent of the Catalan company. 

Iberdrola maintains the pri¬ 
vate utilities, which acquired 
eqnity in Fecsa to rescue it 
from threatened bankruptcy 
four years ago, are unlikely to 
recoup their investment under 
the terms of Endesa's bid. 

Mr Luis Carlos Croissier, 
Spain’s National Securities 
Market Commission (CNMV) 
president, last week approved 
the bid, which has been sanc¬ 
tioned by the government He 
did so after the CNMV board 
had failed to take a decision on 
Endesa’s bid and delegated 
responsibility to him. 


HK SE calls meeting to 
try to agree rule changes 


HONG KONG'S stock 
exchange, which faces compul¬ 
sory reform to bring it into line 
with international standards, 
is to hold an extraordinary 
general meeting on October 30 
in a last effort to push through 
voluntary changes, writes 
Angus Foster in Hong Kong. 

Over the weekend the Secu¬ 
rities and Futures Commission,., 
the market watchdog, issued 
two restriction orders against 
the exchange as the first step 
towards introducing the com¬ 
pulsory reforms. These are 


designed to widen the repre¬ 
sentation on the exchange's 
ruling council to include large 
stockbrokers and to abolish 
practices such as proxy voting. 

The exchange has now put 
forward new proposals, 
designed as a compromise 
between the SFCs package and 
the interests of small Chinese 
.brokers. 

The package needs 75 per 
cent backing from exchange 
members. Previous packages 
have failed to win 50 per cent 
approval 


Analysts stressed Iberdrola’s 
surprise move illustrated a 
worsening relationship 
between the private and public 
companies, as a reorganisation 
of the domestic utility sector 
looms. Iberdrola’s complaint 
was seen as a sign the private 
sector intended to drive a hard 
bargain in the reorganisation 
negotiations. 

Iberdrola will also seek a dis¬ 
tinction between Endesa’s rate 
as a wholesale supplier and its 
more recent one as a distribu¬ 
tor. This follows its takeover of 
Viesgo, a small northern coast 
utility and its acquisition of a 
35 per cent stake in SeviUana, 
the monopoly distributor in 
southern Spain. 


Property 
group ahead 

SUN HUNG KAI Properties, a 
Hong Kong property developer, 
announced a 39 per cent 
increase in net profits to 
HK$3.43bn (US$443m) for the 
year to the end of June, writes 
Angus Foster. 

The results reflected a year 
of record property development 
profits and rental income. 

The company Is recommend¬ 
ing a final dividend of 62 cents 
a share, to make total divi¬ 
dends for the year of 96 cents, 
up 25 per cent on last year. Sun 
Hung Kai is also pasting a cash 
bonus of 15 cents a share. 


It’s a philosophy which appeals to the 
prudent international investor. 

For over 60 years, thousands of investors 
who are seriously interested in protecting and 
increasing their wealth, have entrusted more 
than US$ 23 billion of assets to Robeco Group’s 
management. 

At Robeco Bank’s headquarters in 
Switzerland this quality is fully matched by 


our commitment to personal service which, 
amongst other things, gives you the flexibility to 
switch investments as your needs change. 

Robeco Bank. It’s for hard working people 
who want their money to work even harder. 

The coupon will bring you more details in the 
language of your choice. If you. prefer, call us in 
Geneva on: (41) 22 - 411297, or fax us on: 

(41) 22 - 411392 or send us your business card. 


To: The Manager, Robeco Bank (Switzerland) S.A., 16 chemin des Coquelicots, Case Postale 114, 
CH -1215 Geneva 15, Switzerland. 

I would like to know more about a Personal Investment Account. 

F.n gfoh □ German D Dutch G French G Spanish G Tide appropriate box 


Mr/Mrs/Miss/Ms 
Rill address 


Surname and Inin ale 



The bank that reflects your own values 
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“Share Watch” 0830 -105 18-1 
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Auditor qualifies results 
of troubled Aberfoyle 

By Joel Klbazo in Harare 
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' THE BELATED 1990 results of 
Aberfoyle Holdings, the trou- 

• bled agriculture, textile, secu- 
•: rity products and services 

group operating in Zimbabwe, 
. have been qualified by KPMG 

• Peat Marwick McLintock, the 
,- company’s auditor. 

Pre-tax profits for the 12 
months to the end of December 
fell 77 per cent to £1.21m 
■ (j2.05m) and earnings per 
share fell from 5.4lp to 0.75p. 
.. Again there is no dividend. 

, Turnover declined to £&37m 
- against last year's £934m, and 
.'profits from disposals and 
income from investments and 
properties fell sharply to 
£452,000 compared with £4.63m. 

The group, which last month 
faced going into administration 


after refinancing talks were 
suspended, said the figures had 
been qualified by KPMG 
because of “uncertainty" over 
the company’s future as a 
going concern. 

In addition, KPMG was con¬ 
cerned whether Aberfoyle 
would find sufficient funds to 
complete its biggest project, 
the Mwenezi development in 
Zimbabwe. 

Last month, shareholders, 
thought to represent more 
than 40 per cent of the com¬ 
pany, caned for an extraordi¬ 
nary general meeting to 
replace most of the Aberfoyle 
board. The two sides failed to 
resolve their differences and a 
meeting has been called for 
October 24. 
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MALAYSIA 

USS650,000.000 
. Floating rate notes due 2005 

In accordance with the provisions of the notes, notice is hereby 
1 given that for the six months Interest period from 7 October 199/ 
to 7 April 1992 the notes will carry an interest rate of5 s / a % per 
‘annum. 

Interest payable on 7 April 1992 will amount to USS285.94 per 
USS10,000 note and USS7.148.44 per US&25Q.Q0Q note. 

Agent: Morgan Guaranty Trust Company 


jPMorgan 


TOTAL 

Listing on the New York Stock Exchange 

and 

Global Share Offering 


TOTAL has made an application to list its B shares represented by 
American Depositary Shares on the New York Stock Exchange with a view to 
widening its shareholder base and to achieving greater liquidity in the market 
for its shares. With the same objective of enhancing liquidity, a 4 for 1 share 
split is planned for the coming months. 

Concurrent to its listing on the New York Stock Exchange, TOTAL 
plans to make a global share offering of 2.9 million new B shares. The offering 
will be made simultaneously in the United States, French and International 
markets and will include an over-allotment option of 200,000 shares in the 
United States tranche. The total number of new shares shall therefore not 
exceed a maximum of 31 million shares, representing a maximum dilution of 
6.4% of TOTAL’S fully diluted capital. 

Proceeds raised from the global offering will be used for general 
corporate purposes. 

In order to permit a simultaneous placement of the three tranches, 
there will be no preemptive rights and no priority subscription period for 
existing shareholders. 

The details of the offering, including the price, will be determined by 
TOTAL’S Board of Directors at a special meeting to be held on October 21st, 
199L 

The date for the launch of the offering will be subject to general condi¬ 
tions in the financial markets and is therefore subject to change. The French 
and International subscription period is expected to commence on October 
22nd and continue through October 24th and may not be accelerated The 
offering in the United States is scheduled for October 24th. Holders of the 
shares offered will be entitled to receive payment in full of any dividends 
declared in respect of 1991 and subsequent years. 

The offering will be underwritten by syndicates led by Lehman 
Brothers with respect to the United States offering, Banque Paribas with 
respect to the French offering and Credit Suisse First Boston Limited with 


respect to the International offering Lehman Brothers International and 
Paribas Capital Markets Group are joint global coordinators of the global 
offering 

In addition to the New York Stock Exchange listing, applications will be 
made to list the new shares on the Paris Bourse and on the London Stock 
Exchange. Until the closing of the combined offering, trading will be on a 
■*when issued” basis. 

Subject to certain exceptions, the shares offered in the French and 
International offerings may not be offered or sold within the United States. 

Tins advertisenteru is issued by TOTAL and its content has been approved far the piaposes of 
section 57 of the Financial Services Aa 1986 by Lehman Brothers International and Paribas Capital 
Markets Group, joint global coordinators of the contemplated offering, as well as Credit Suisse First 
Boston Limited, lead-manager of the International Tranche, who are respectively members of The 
Seatriues and Futures Authority Limited. 

This advertisement does not form part of any offer of securities. Any application for shares 
should be made on the basis of information contained in the preliminary prospectus alone. Before 
deciding to apply for shares, you should consider whether the shares are a suitable investment for you. 
The value of shares can go Jtmm as well as up. If you need advice you should consult an appropriate 
professional advisor. 

This advertisement represents a summary only of the timetable contemplated for the offering as 
described in the pre li m in ary prospectus. 


TOTAL 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


US MONEY AND CREDIT 


Depressed sterling dampens market Traders still sure easing will come 

__e.niuiina itc riaht liuumtui.. 


SPECULATION about currency 
movements do minated discus¬ 
sion in the gQt-edged securities 
market, as prices moved mod¬ 
erately upwards after the 
sharp decline at the end of last 
month. 

During the week, yields 
declined by between S and 10 
basis points lor most classes of 
gilts, after the market came to 
terms with assessments about 
inflation trends for the next 
few months. 

The annual rate of rise last 
month in the retail prices 
index was probably about 4 per 
cent, after 4.7 per cent in 
August, according to the esti¬ 
mates of many private-sector 
economists. 

The figure is due to be 
announced by the government 
on Friday and may be followed 
next month by a figure for 
October as low as 3.5 per cent 
- giving the UK an inflation 
performance that (at least tem¬ 
porarily) rivals that of Fiance 
and Germany. 

But despite this favourable 
trend for gUt practitioners, 
worries persist about the possi¬ 
bilities of greatly Increased 
public-sector borrowing in the 
financial year beginning next 
April. If this requires a large 
volume of gilt issues, prices 
could be depressed. 

Other discussions which 
have dampened the gilt market 

DUTCH BONDS 


concern sterling's position in 
the European Monetary Sys¬ 
tem’s exchange rate mecha¬ 
nism. The pound has lacked 
strong buyers in the foreign 
exchange markets for several 
weeks and on Friday was 
quoted at just less than 
DM2.92, or 3 pfennigs under its 
DM3.95 central rate in the grid. 

While sterling appears 
becalmed, the outlook for gilts 
is not particularly positive, as 
a large force in the market dur¬ 
ing the last year has been over¬ 
seas investors - who may be 
dissuaded from buying gilts if 
the pound remains depressed. 

The discussion about bow 
sterling could be affected by 
broad currency movements in 
the next lew weeks and how 
this might affect the outlook 
for gilts, had four main compo¬ 
nents. Two were positive for 
the pound, two negative; 

• Expectations of an immi¬ 
nent cut in UK base rates, now 
at 10% per cent, have all but 
died away. With the Conserva¬ 
tive party having decided to 
opt for an election next year, 
rather than in November, there 
is now no political requirement 
for an early easing in mone¬ 
tary conditions policy, a factor 
that has probably given a 
short-term boost to sterling. 

• Last week's action by the 
Bank of Spain in buying pese¬ 
tas to buoy the currency in the 
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EMS grid helped sterling, by 
raising the effective floor for 
the UK unit in the mechanism. 

• Speculation that Japan and 
the US might agree this week 
on a package of measures to 
raise the value of the yen 

the dollar, pushed the 
pound slightly lower. This was 
on the grounds that an agree¬ 
ment to this effect, which 
might be discussed at the meet¬ 
ing of the Group of Seven lead¬ 
ing industrial countries in 
Bangkok, might lead to a 
stronger D-Mark and weaken 
sterling in the EMS grid. 

• The sluggish state of the 
UK economy, as measured by 
an the most recent indicators, 
has led to uncertainty about 


the strength of the expected 
upturn. This is despite the rela¬ 
tively upbeat assessment by 
the International Monetary 
Fund in its latest forecast for 
the UK, that the economy will 
expand by a robust 23 per cent 
next year, after contracting by 
1.7 per cent next year. The 
ambiguity about the extent of 
the recovery has depressed 
sterling. 

Looking back to the events 
of the summer - when gilts 
enjoyed a long rally as a result 
of high demand from the 
investment community - the 
Bank of England has released 
figures which cast light on a 
significant component of th is 
demand. UK banks, which in 
recent years have been large 
net sellers of gilts, were net 
buyers of nearly £lbn-warth of 
the bonds in the three months 
to August. 

It appears the banks decided 
to buy after realising they had 
become underweight in these 
instruments and also to take 
advantage of arising market. 

The extent to which gilt 
prices start to rise daring the 
next month, after what has 
been a sluggish two weeks, 
may be tied up with whether 
the banks discover another 
burst of enthusiasm for the 
securities. 

Peter Marsh 


Tap issue shows worth by setting record 


THE DUTCH government bond 
market focused last week on 
the Finance Ministry's success¬ 
ful use of the tap, or “counter”, 
issue to raise a record sum 
from domestic and interna¬ 
tional investors. 

The 8.75 per cent, 19-year 
bond - first launched in 
August when it raised 
FI 6.75bn ($3.6bn) - was 
reopened on Monday to bring 
in a further Fl6.5tm during 
five trading days, setting a 
high for the amount of money 
raised by a single Dutch state 
bond. 

The FI 1425bn generated for 
the government confirms the 
usefulness of the tap mecha¬ 
nism, first tried In March 1990. 
it is designed to giro the 
Finance Ministry’s agent more 
flexibility than is offered by 
the usual “blind tender” 
method. 

The tap issue is one of the 


innovations tM the Finance 
Ministry has used to increase 
its flexibility and meet the 
changing needs of investors. 

On Friday, the ministry’s 
agent made use of this new 
flexibility to raise the price on 
the tap bond in incremental 
steps, from an opening 1004.0 
to a closing 100.40. for an effec¬ 
tive yield at the day's end of 
8.68 per cent On Monday, the 
tap issue had been reopened at 
99.8 per cent 

The additional FI 6.5bn 
raised between Monday and 
Friday surprised the market 
because this was more than 
the government needed to fill 
the r emaining hole in its 1991 
borrowing requirement, of 
F14&5bn. 

Analysts said that the “over- 
funding” had enabled early 
redemption of some Treasury 
bills and some private place¬ 
ments. 


Another unusual feature last 
week was the widening of the 
spread between Dutch and Ger¬ 
man yields to more than 40 
basis points, compared with 
the more usual gap of between 
20 and 30 points. 

However, analysts said there 
were no dear-cut reasons for 
the size of the spread. Mr Tim 
Huizinga, an analyst at Pier¬ 
son, Heldring & Pierson, said 
infiflHnm figures were a partial 
mr plnnfltinn , with Dutch infla¬ 
tion in August showing a rise 
of 4J6 per emit, compared with 
44 per cent in Germany. The 
annual Dutch inflation figure, 
however, is expected to be only 
slightly above that of Ger¬ 
many, he noted. 

Inflation in file Netherlands, 
which once boasted the lowest 
rate in the Euro pean Commu¬ 
nity, is officially projected to 
rise to 342S per cent in 1991 and 
1992 from an estimated 2.4 per 


cent In 1990 and L6 per cent in 
1989. However, these projec¬ 
tions, released by the Central 
Planning Office on budget day, 
September 17, are starting to 
look conservative because of a 
series of recent wage demands 
exceeding 4 per cent 

Other forecasts unveiled 
then also point to a worsening 
of economic performance, 
which complicates the govern¬ 
ment's efforts to stick to its 
deficit reduction targets. 

Generally, however, the 
bond market took the budget 
in its stride. Although the 1991 
borrowing requirement was 
revised to FI 46.5bn from 
F143^bn, the increase did not 
reflect a deterioration in gov¬ 
ernment finanrpg but a trend 
towards early redemption of 
public and private loans carry¬ 
ing higher coupons. 

Ronald van de Krol 


All these securities funding been sold, this announcement appears as a matter of record only. 
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HAN YANG CHEMICAL CORPORATION 

U.S.$56,000,000 

3)4 PER CENT. CONVERTIBLE BONDS DUE 2006 


ISSUE PRICE 100 PER CENT. 


SO THE cut did not come. 
Expectations that the Federal 
Reserve might take advantage 
of poor employment figures on 
Friday to ease monetary condi¬ 
tions had gripped the bond 
markets for much of last week. 

But by the close of business 
on Friday evening no action 
had been taken, although the 
benchmark 30-year long bond 
still gained 9 to close with a 
yield of 7.78 per emit, the low¬ 
est since March 1987. 

The conclusion is inescap¬ 
able. The market is convinced 
that at least one more easing is 
on the way and is doing its 
best to push matters in that 
direction. 

The employment figures 
were neither horrendous nor 
encouraging. Non-farm pay¬ 
rolls rose by 24,000 last month, 
while the unemployment rate 
fell by 0.1 percentage point to 
6.7 per cent That was slightly 
worse than the pundits had 
predicted: the average forecast 
was for a 37,000 increase in 
September payrolls. 

But the figures did show one 
worrying trend. Manufacturing 
jobs fell away last month in 
significant numbers, after 
August's fairly sizeable rise. 

Since this sector - suppos¬ 
edly boosted by stock rebuild¬ 
ing and export business - hag 
presented the most optimistic 
picture within the economy, 
the decline looks ominous. 

Moreover, a plethora of 
gloomy warnings in the run-up 
to the next quarterly reporting 
season could reinforce the 
doomsters’ case. 

Economic news earlier in the 
week added to the inconclusive 
pattern. The August leading 
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refinancing its debt , mountains 
- more than S29bn when the 
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indicators were flat, after ris¬ 
ing for the six previous 
months, but the market was 
slightly jolted when the Com¬ 
merce Department reported 
that new homes sales 
increased by 8.7 per cent in 
August, the sharpest rise in 
more than a year. 

Bat total manufacturers’ 
orders fell 1.9 per cent in 
August, having jumped 6.1 per 
cent in July. 

The overall impression, then, 
is of an economy still edging 
forward, but only just - which 
gives the authorities plenty of 
scope to ease rates further, rea¬ 
sons the bond market 

All eyes, therefore, are now 
focused on this Friday, when 
the September producer price 
index will be published, with 
the month’s retail 
figures. 

As for indications of nfUMat 
policy, the latest set of minutes 
released by the policy-setting 
Federal Open Market Commit¬ 
tee were not revealing. 


They showed that, at the 
August 20 meeting, members of 
the committee were unani¬ 
mous in Hvar decision to keep 
policy »wu*imn g Bri but “biased 
to favour of easing”. 

Some members favoured a 
proposal “to give greater 
emphasis to the behaviour of 
the monetary aggregates in 
guiding possible inter-meeting 
adjustments in policy 0 . But the 
majority opted to stick with 
the printing priorities. 

However, the discount rate 
was cut on September 13 and 
the Federal Reserve Board 
cited weakness to money sup¬ 
ply growth as a reason. 

But, if hopes of speedy 
action on the interest rate 
front were postponed, there 
was plenty happening on the 
“junk bond” front 
The catalyst was RJR Nab¬ 
isco, the tobacco and food giant 
which was the subject of Amer¬ 
ica’s largest leveraged buy-out 
two years ago. For months, 
RJR Nabisco has been steadily 
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The Nikko Securities Co., (Europe) Ltd. 


First Securities Co., Ltd. 



However, its latest “dejevav 
a g in g ” deal — which involves 
an early exchange of convert¬ 
ible preferred shares for. com¬ 
mon stock and a $L88bn issue 
erf preferred equity redemption 
cumulative stock (classed as 
equity) - took the market by 
surprise on Thursday. 

If all goes smoothly, the deal 
will mean that RJR sleds its 
“highly leveraged transaction” 
status, while rating agencies 
may even upgrade some of its 
debt from the “junk" to 
“investment grade" category. ' 

Although RJR shares slipped 
on the news, some of its high 
yield bonds rose, sending a 
euphoric surge through the 
junk bond market generally.. 

Psychologically at least, this 
boost to junk prices may bode 
well for Executive Life of Calif¬ 
ornia, the failed west coast 
insurer, which comes up for 
auction this week. 

Bids for the trembled com¬ 
pany — seized by the Califor¬ 
nian insurance regulators in 
April - must be in by Friday 
and three parties have con¬ 
firmed their interest A fourth 
consortium is a likely runner. 

Interest centres not on the 
insurer’s battered policy- 
holders, but on the company’s 
vast junk portfolio, the largest 
single collection of non-invest¬ 
ment grade bonds. So from the 
authorities' viewpoint, the 
junk market’s latest surge 
could not be better-timed. . 

Nikki Taft 
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J. Henry Schroder Wagg & Co. Limited 
Jardine Fleming International Inc. 
KDB International (London) Ltd. 

Baring Brothers & Co., Limited 
Kleinwort Benson Limited 
Bayerische Landes bank Girozentrale 
Daewoo Securities (Europe) Limited 
Dongnam Securities Co., Ltd. 

Hyundai Securities Co., Ltd. 

Korea Long Term Credit Bank 
Okasan International (Europe) Limited 
Tong Yang Securities Co., Ltd. 


Barclays de Zoete Wedd Limited 
Morgan Stanley International 
Ssangyong Investment and Securities Co., Ltd. 

Credit Suisse First Boston Limited 
Swiss Bank Corporation 
Bayerische Vereinsbank Aktiengesellschaft 
Dai-ichi Europe Limited 
Dongsuh Securities Co., Ltd. 
The Kaisei Securities (Europe) Co., Ltd. 
Lucky Securities Internationa! Ltd. 
Paribas Capital Markets Gronp 
Toyo Securities Europe Ltd. 
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SYNDICATED LOANS 


Asda agrees fresh 
terms with lenders 


ASDA, the UK’s fourth largest 
grocery retailer, has renegotl- 
j8ted the terms on Its sysdi- 
•-£?*?* .loans with National 
Westminster Banfe and Swiss 
Bank Corporation, the two 
institutions which arranged Us 
Mai borrowing faHiWug 
■ ‘Both banks have negotiated 
amendments to the pricing and 
.the covenants on the loans and 
have submitted the changed 

£®P®s .to the participating 
Tranks for approval 
r 'Although some investors 
were surprised by the extent of 
Asia's financial problems 
when these were announced 
last week, the lenders are 
expected to agree to the terms. 

Asda’s £357m rights issue is 
.conditional on the participat¬ 
ing banks agreeing to the 
•amendments. 

V In turn, NatWest and SBC 
have agreed two-year £200m 
committed facilities for Asda 
which are conditional on the 
rights issue going 
'One of the main concerns 
‘has been the interest cover 
Jatio agreed in the covenant 
.The ratio is a measure of profit 
before interest and taxes which 
wil l be available to service 
interest on the debt Asda was 
in danger of breaching this 
covenant, the terms of which 
'have now been ammAuA 
: According to Asda, “the situ¬ 
ation had the potential to put 
h? jeopardy the group's longer- 
term b anking co mmi tments 
and also to limit severely the 
-group’s ability to refinance 
‘those borrowings which 
.mature in the near future". 
These include fatalities due for 
-repayment this month and 
next and a convertible bond 
issue which is doe for redemp- 
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Volatility knocks investor confidence in Ecu sector 
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tion in April 1992 at a cost of 
£133m. 

The other main amendment 
has been an increase in the 
total pricing on the loan to 
reflect market conditions more 
closely, although details have 
not been released. 

Asda’s loans consist of a 
five-year £500m multi-option 
facility (arranged by NatWest, 
of which £200m was commit¬ 
ted), and a £320m transferable 
term loan facility (arranged by 
Swiss Bank Corporation, of 
which £ 260 m remains). 

Both loans were arranged in 
October 1989 when pricing lev¬ 
els were between a half and a 
third of current figures, so by 
today’s standards, the original 
p ricing on the inans was very 
aggressive. 

Originally the transferable 
tens loan for £320m paid 12J5 
basis points above the London 
interbank offered rate on its 
one-year tranche, 17.5 basis 
points on a two-year tranche, 
and 20 basis points on a three- 
year tranche. 

Of the £ 260 m outstanding, 
£ 128 m is due for repayment on 
October 16 . 

The original terms for the 
multi-option facility were 
never publicised, but are 
thought to have consisted of 
the following; facility fees of 
7.5 basis points, a margin of 
18.75 basis points and a utilisa¬ 
tion fee of 5 basis points. 
Although the pricing on these 
loans tots now been increased, 
neither the maturity nor the 
size of the two loans is being 

rhu i igi-ri 

• The New Zealand debt man¬ 
agement office has awarded 
the mandate for a 8150m five- 
year revolving credit facility to 
Lloyds Bank. The deal goes 
into syndication this week. 

The facility will be used to : 
support New Zealand’s Euro 
and US commercial paper pro- 1 
grammes, which, each have a I 
A1+/P1 rating . I 

To maintain a top rating on 
its short-term debt. New Zea¬ 
land has to keep a credit facil¬ 
ity in place. The new facility 
replaces one which expires in 
November. 

New Zealand's debt carries a 
zero weighting for capital ade¬ 
quacy purposes, which Lloyds 
believes win increase the “pal- 
atability" of the facility among 
banks. 

Sara Webb 


TURMOIL in the Ecu bond 
market at the end of last week, 
sparked by speculation on the 
future form of the European 
currency unit, may have 
knocked investor confidence in 
the sector 

Prices in 10-year Ecu Euro¬ 
bonds slid % point in a wave of 
selling on Thursday. But the 
volatile conditions which pre¬ 
vailed during the sell-off have 
raised doubts about the mar¬ 
ket 

The Ecu bond market has 
grown dramatically in the last 
few years. The volume of new 
issues in the first nine mouths 
of 1991 reached Ecu23.5bn, 
compared with Ecul4bn for the 
whole of 1990. 

However, the market is still 
small, and, as some investors 
have discovered to their cost, 
immature. 

The sell-off on Friday and 

the accompanying volatility, 
was generated as much by 
rumour as by fact, as different 
versions of speeches circulated 
on the future of the currency. 

Speeches by representatives 
of the Banque de France and 
the Spanish Treasury on 
Wednesday, suggesting their 
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respective governments 
favoured a freezing, rather 
than a hardening, of the Ecu, 
were interpreted as shattering 
news for the Ecu bond market. 
Traders seemed to grasp the 
remarks because there was 
already a feeling that the mar¬ 
ket was overbought. 

Ecu bonds had returned to 
favour in September, as traders 
and sales people extolled the 
notion of “convergence" - the 
lowering of interest rates in 
many European countries as 
their economies move closer 
together. The sales story of the 
month appears to have been 
the hardening of the Ecu, 
which would speed up conver¬ 
gence. (The process of conver¬ 
gence would still take place, 
although more slowly, without 
a hard Ecu, economists 
believe.) 

The hard Ecu story had 
fuelled aggressive buying of 
Ecu bonds by many arbitra¬ 
geurs, who wanted to “buy 
convergence" in the same way 
as they might take a positive 
view on the spread between, 
say. the German bund and the 
French government bond mar¬ 
ket. 


Maturity 


Ecu Eurobond turnover 

S^n o^urtv^it^ ^ 5 w j l 
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Source: ABO _ 

So, probably in the realisa¬ 
tion that the market was over¬ 
bought considering the uncer¬ 
tainty over the currency’s 
future, the mood turned to 
panic as investors tried to 
dump bonds. 

Traders say there are several 
reasons wby the market coped 
poorly. First, Ecu bonds - or 
at least, the benchmark bonds 
issued by governments and 
supranational agencies which 
make up the theoretically liq¬ 
uid portion of the market - 


are concentrated in the hands 
of a small number of investors, 
comprising mainly European 
central banks and large UK 
trading accounts. Thus, the 
impact on price movements of 

one seller was exaggerated. 

Traders were also busy try¬ 
ing to offload their own posi¬ 
tions. “Inventory levels among 
market-makers were very 
high,” following a spate of new 
issues in September, according 
to one syndicate manager, 
“and the depth of market-mak- 
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Nippon Piston Rlng(k)**§ 
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Kawasaki Ktesn Keisha**t 

PESETAS _ 

World Bank(d)t 
Nordic Investment Bk(e)t 

DANISH KRONER _ 

Bacob Finance NVt 

YEN _ 

Toshiba Corpt 
Toshiba Corpt 
Hfno Motorst 
Toho Gast 

Inter-American DevLBkt 
Credit Local de Francet 
Bank of Greece{n)t 

LUXEMBOURG FRANCS 

Banque Indosuez {Paris|t 
Heiaba Luxembourg(i)t 
NMB Postbankt 
Saab Scania FniJnLt 
Pabelfima**t 
KBL lntFln.(m)t 
Banque UCL*4t 


tails Deutsche Bk Cap.Mkts. 
39.56 ScotiaMcLeod Inc. 
101.525 Wood Gundy Inc. 
101.45 UBS Phillips & Drew 
101.475 CSFB 
101.525 Wood Gundy 


39.433 Hambros Bank 
10184 SBC 
10012 Hambros Bank 
100.70 Deutsche Bk Cap.Mkts. 


100 Daiwa Europe GmbH 

100 WestLfi 
100.92 Deutsche Bank 

101 Commerzbank 
101b Dresdner Bank 


100 Credit Suisse 
100 Yamaichi Bk (Switz) 
100 SBC 


ing was not what it seemed”. 
There are now nearly 40 Ecu 
bond-reporting dealers (mar¬ 
ket-makers), but many are new 
entrants who are Less active 
than their market-making sta¬ 
tus would suggest 

According to several traders, 
sell-orders became hard to put 
through, as the market's diffi¬ 
culties were exacerbated by a 
number of traders leaving their 
posts to watch England’s first- 
round Rugby World Cup match 
against New Zealand. 

“The trading conditions can 
only lead one to conclude that 
the market is not as liquid as 
some would like to claim, it 
has been dressed up as a gov¬ 
ernment bond market, but It is 
still very much a Eurobond 
market” said one. 

As a result several accounts 
have been quite badly burned 
However, for most partici¬ 
pants, any losses were far out¬ 
weighed by gains during the 
last year or so. The Ecu bond 
market has far outstripped 
returns in the bund market, for 
example: the spread between 
the 10-year Ecu bond yield, 
based on the Paribas Liquid 
Ecu bond index, narrowed 


from 230 basis points at the 
beginning of 1990 to 50 at the 
beginning of May, before the 
market sold off during the 
summer. Last month, the 
spread tightened from SO to 40 
bads points, an improvement 
which was reversed at the end 
of last week. 

But concern about the liquid¬ 
ity of the market may dampen 
enthusiasm for the sector. 

On Friday, the market stabi¬ 
lised but dealers said investors 
remained cautious. 

“A number of accounts think 
that, on a relative value basis, 
the market should be bought 
But they are nervous of being 
caught again,” said one trader. 

So far the second tier of Ecu 
Eurobonds, made up of corpo¬ 
rate bonds held mainly by 
retail investors, has held up 
quite well Prices were marked 
down, but there was relatively 
little trading. 

Other European markets 
have benefited In particular, 
traders said there had been 
switching from Ecu into Ger¬ 
man bunds and French govern¬ 
ment bonds. 

Tracy Corrigan 
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New Issue 


October, 1991 



ARABIAN OIL COMPANY, LTD, 

U.S.$200,000,000 

4% per cent. Guaranteed Bonds due 1995 


Warrants 

The Bonds will be unconditionally and irrevocably guaranteed by 

The Industrial Bank of Japan, Limited 


ISSUE PRICE 100 PER CENT. 


Asian Tranche of U.S.$100,000,000 


Nomura Singapore Limited 


IBJ Asia Limited 


The Nikko Merchant Bank (Singapore) Limited 


Baring Brothers & Co., Limited CS First Boston (Singapore) Limited 

Daiwa Securities (H.K.) Limited DKB Asia Limited 

Fuji International Finance (HK) Limited Jardine Fleming International Inc. 

Mitsobtehi.Finance (Hong Kong) Limited ANZ Merchant Bank Ltd. 

COMMERZBANK AktiengeseDschaft Daiwa Overseas Finance Ltd. 

The Development Rank of Singapore Ltd KOKUSAI Singapore Merchant Banking Limited 
Lehman Brothers International LTCB Asia Limited 

Lucky Securities Co., Ltd. Merrill Lynch International Limited 

New Japan Securities Int’l (HK) Ltd. Paribas Capital Markets Group 

Swiss Bank Corporation Tokai International Limited 

TokyoSecnrities (Asia) Limited S.G. Warburg Securities 

Yamaichi International (H.K.) Limited 


AU these securities having been sold, this announcement appears as a matter of record only. 


Newlssue 


October, 1991 



ARABIAN OIL COMPANY; LTD. 

U.S.$200,000,000 

4 % PER CENT. GUARANTEED BONDS DUE 1995 WITH WARRANTS 


Unconditionally and irrevocably guaranteed as to payment of principal and interest by 

The Industrial Bank of Japan, Limited 


ISSUE PRICE 100 PER CENT. 


European Tranche of U.S.$100,000,000 


The Nikko Securities Co., (Europe) Ltd. 


IBJ International Limited 


Nomura International 
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Mitsui Taiyo Kobe Internationa] Limited Morgan Stanley International 

Salomon Brothers International Limited Sanwa International pic 
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Bank of Tokyo Capital Markets Group Banque Bruxelles Lambert S. A. 

Credit Lyonnais Securities Daiwa Europe Limited 

Deutsche Bank Capital Markets Limited Kleinwort Benson Limited 

KOKUSAI Europe Limited New Japan Securities Europe Limited 

Nippon Credit International Limited Soci£t6G4n6rale 

Tokyo Securities Co. (Europe) Limited Westdeutsche Landesbank 

Giroaentrale 
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18X3 1820* 193.7 LD3 0316 

144.1 145* 156X 1*8 16146 
115X2 134.0 163.9 L*8 030 
6X76 03 49* 67*6 2*6 46201 
ratetetetagrac*6(4ua 


Da Accra_5b 265.9 

UtSwrtCocEsta —5<i[ 

Da Aeon_Sb 

UkGrowfiitae.... 5 b 

Da Accra- bb 

tore Otarty tac. -S 

Da Accra_5b 

Meed bras Ira _ 5b 
Datora...5b 


UKSdetStaira Sb 

Do tom ---5b 

OnncPtalac. .bb 

Da Accra_5b 

Ewmeraa tac _..5b 

Do Accra_3b 

FarEarteniwc...*b 

DoAccwn-3b 

Jtoonclra.5b 

Da Accra..3b 

RthAaerlian he _ 5b 

Do Accra-5b 

Ibu Grasrth Isc—3b 

D» Accra.5b 

«rshkftronlre-.5b, 
De Accra_5b 


6898 69.78*74X41 



> 97 (6106 
>00 4510 
1 DOH5161 


£*."&£«»». isms 



_IGU Inc —5b 

Esrerarauato -3b 

tall bath_5b 

OK Extotf tac ...,4b 

UK Uyatyto-5b 

UK Ind Tracker tac ..51 

UK lad Trader to. 5 

nsened 

fiBsae:=ifi 

SSSSfctt 

CrehlM—._0 

*^-=1 1 


-026.0123 

MPmPMPMbiG 11MB 

197* 197* 210*6.00 MJM 
*97* 197* 210 * > 00 OTTO 
[ 143 * 143* 15X8 >.00 11050 
1 117.6 1176*13^2 hJfOMJ 
136-4 136.4*140.4 >J8 0047 
iSll 126J 1*4*364 46056 
137 J 137.1 146 3 3.64 466S 
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Guide to pricing of Authorised Unit Trusts 

Compiled with the assistance of Lautro *S 
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• Current Unit Trust prices are awailaWe on FI ^ Unlt Trust Coda Booklet call 071-9255tai 
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EINANCIAL TIMES MONDAY OCTOBER 7 1991 


CURRENCIES, MONEY AND CAPITAL MARKETS 


MONEY MARKETS 


ERM speculation 
undermines peseta 


A CURIOUS development took 
place last week within the 
Exchange Rate Mechanism. 
The p es et a , which is the sys¬ 
tem’s stron^st currency and 
widely considered to be over- 
valued, was nonetheless seen 
to be supported by Urn Bank of 
Spain. 


OK-dcwfsg bank base (eaUtag rate 
115 per cent 

. fra® September a 1991 


Ttie reason for Madrid’s 
concern is not hard to fathom. 
The Spanish monetary 
authorities are preparing the 
ground for the peseta to move 
to the narrower 2L25 per cent 
fluctuation band. At present, 
the peseta and sterling can 
move by G per cent against 
other ERM currencies. 

Binding the peseta more 
tightly to the rest of Europe 
could bring political 
advantages to the Spanish 
government. Being seen to be a 
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POUND SPOT - FORWARD AGAINST THE POUND 
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good European may strengthen 
its case for a new EC 
compensation fund for 
southern European countries. 

But a switch to narrow 
bands also carries risks: 
namely that by coaxing the 
peseta into line with other 
currencies by way of lower 
interest rates, the Bank of 
Spain risks a stampede in the 
currency markets. 

The threat of funds moving 
out of Spain is a real danger. 
So far, hot money has teen 
attracted into Spain by high 
interest rates. This inflow of 
speculative capital has funded 
Spain’s large current account 
deficit. 

In the run up to the 
Maastricht summit in 
December, when the move to 
the narrow bands could be 
executed, the Bank must try to 
manage a Anther depreciation 
in the peseta without causing a 
damaging run on its currency. 
The markets will be watching 
with interest over the next two 
months to see how the wind is 
taken out of the peseta’s sails. 
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£25,000,000 
Cheltenham &Gloucester 

BulkSng Society 

Floating Rate Subordinated Notes due 2005 

Notice is hereby given that for the six months interest 
period from October 3.1991 to April 3,1992 (183 days) the 
Notes will carry an interest rate of 10.4875%. The interest 
payable on the relevant interest payment date April 3, 
1992 will be £5,243.75 per £100,000 denomination. 

The Industrial Bank of Japan, 

Limited. London 
.Agent Bank 



raffHONh 071-8287233 


FTSE 

Ocf 2818-2828 *2 
Dec 2658-2868 *3 


WALL ST 

Oct 2994-3008 *10 
Dec 3001-3013 *13 


5pm Prices. Change from previous 9pm dose 

HOW WELL DID TOD JUDGE THE MARKET? 
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FINANCIAL TIMES MONDAY OCTOBER 7 1991 


*00 pro prices October 4 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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29% 21% Alledi Lud 0^88003 18 118 26 3% 25% -% 31% 24% GabteSWin 073002 16 118 30% 29% 29% 

43% 3SAIIagh Paw 3.IB0.07 12 223 43% 43% 43% +% | 62% 25% Catdetron 31 001 40 40% 48% 


4 2% Duke RealL 04001132 W 3% 3% 4% 

-% 48% 39% Oun&armdat 01*004 1719*7 48 47% 47% 
-% 60 32% Du POM 106004 135808 44% 43% *3% 


19% 10% HiO Hew* 
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43% 35 Allegh Pow 3.1B0.0713 223 43% 43% 43% +% 62% 25% Catdetron 31 001 *9 48% 48% -% »% 

21% 16% Alton Op x 1.75 OOB IS 21% 21 21% +% 35% 26% CbW* Com 1-0400316 137 33 32% 33 22% 

17% 9% Alien Con 17 120 17% 18% 17 -% 18% 13% CatM OSG 01800165 244 16% 18% 18% -% 24% 

25% 16% Alleroaii 0^2 002 18 600 20% 20% 30% -% 31% 12%CeasaraWI (5 321 31% 31% 31% 25% 

31% 16% ABikmCod 1^2 0 07 16 34 27% 27% 27% +% 3% 2% Cal Had E 040014 6 33 2% 2% 2% 26 


31% 16% A8nca Cap 1.92 0 0716 34 27% 27% 27% +% 3% 2% Cal Rea) E 040014 


13% Q% Alinas Gi 216 1f% 11% 11% 

39% 26% And Slg 140005 132642 35% 34% 35 


8% 3% CaKed toe 012003 0 204 
11 6% Calfhn Mta 17 13 


10 6% AletMunTr 0590.07 221 uU 0% 10 +% 27% 18CaltoHtt Co 044 003 8 82 21% 21% 21% +% 

V) 8% AMtrcOp i 084 009 445 0 % 9% 9% 1% % CaPon toe 0 90 U U d “i 

9% 6% AtstMnlnc x 072007 54 9% 9% 0% 87% 54% QupMHSx 1.1600226 993 76 74% 74% -% 

0% 8% AMMnlnc x 068 0 07 90 U0% 9% 9% +% 1 % CafllpW R» 1 135 % H % +j* 

43% 31% AMafCrp 140003 17 406 42 41% 41% 20 15% Can Pac X 044004 27 180 15% did % 16% ~% 

73% 53% Alcoa x 100003306463 69% 68% 56% -% 603% SOOdpOtoax 02000017 171 *30 422%42S% -1% 


-% 24% 22Du4L4.1i 286006 3u24% 24% 34% 

-H 25% 32OU0.2.10X 2.10008 2 24% 24% *4% 

22% 20% DUPMUBX 148009 8 22% 21% 21% -% 

-% 94% 20%DHtoaaCJBx ZflPOOB 5u24% 24 24 -% 

25% 22% OuqL 44 x 010008 z100uZ5% 25% 26 -% 

26 21% OMpLXUx 280 009 3 24% 24% 24% +% 

64% 78% DuqL 12 « 780088 *)00u84% 84% 84% 

-% 14% 6% Dynamics 03008130 21 13% 19% 13% 
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srh LHty 2£Q 0-0? T85033 aDk 7V 79 -*2 W1 09*2 OWo®.l2 9.12 DJ» JIOD li»H 100% JO 

”? u?L*Stod SSomaran S? 24% 24% -% 41 % 38?«-.gk* SS 

55% 38Uncn NI x 272086 0 214 48? 47% 46 -% 54 33% OMn Cocp ® If? 

205155% Linen N Pf 380002 ZlOO 169% 160% 194 44% 14% 7% Omcdwe 0120.0130 136 »% 12% 

16 1^ unco MFd 1J07087 110 u!5 14% 15 4-% 31% 21 112«25 

66% 48LoogO PS 580009 2 66 55 56% +1% W% 8% Oneida LM 048004 18 15 13 12% 12? 
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3u24% 24% 24% 
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1 DuqL 72 x 780088 *100 084% 84% 84% 

• Dynamics 02008130 21 13% 19% 13% 


10% 9% AaiGovfiM * 098009 182 T0% 10% 10% 

7% 6% An Preeb« 020003 28 7% 7% 7% 

27% 19 Amax 080004 112782 20 19% 19% 

16% 10% Amax GaM 0880.01 18 32a 12 11% 11% 

1% % Anfaew Cp 0 256 % 33 3 

14% 6 Amcaal tod 048083 8 40 14% 14% 14% 

69% 42% Amerada Hi 0500.01 81310 56 % 56% 96% 

% ft Amdura Crp 0 164 A % 018 

10 % 10 An AMR* 084 088 63 10 % 10 % 10 % 

24% 18% Am Barrkfc 0 10000411647 22% 22% 22% 
32% 29% Am BrOTS 2.75009 6 31% 31% 31% 


53% 34% cap HMg 180003 8 448 46% 46 45% 4% 

22 11% CapUd 1.6 180007 130 21% 21% 21% +% 

-% 25 13% Cxpfltd Mge 2860.10 10 306 34% 24% 24% 

—% 2% A C ai aarcom 8 2 A A u 

-i 36% 29% Carl la la 186004 16x100 34% 34% as 

10% 6% Carden Pc 26 348 5% 5% 6% 

-% 20 12% CxtoSm Ft x 060083 43 16 17% 17% 17% 


64% 43% Carpenter 04000613 78 48% 47% 47% -% 

4 1 Carter How 0 470 1% 1% 1% +% 

94% 52% CartarWat 180001 96 533cfl8% 94% 08% 44% 


47% 35% Am Brands 184004 131641 44 43% 43% -% 22% 16%Cnc*NGx 188006 11 68 1*23 22% 23 4% 32 

34% 34% ha Bum II* 086003 12 18 32 31% 32 +% S7% 42% CohFpOr 1800032611258 44% 44% 44% -% 6 

32% 18% An Bua PM 004010315 9 31% 31% 31% -% 9% 5% COJ Corp 396 23 7% 7 7% T 

7% 5% Am Cw be 084011 198 u7% 7% 7% 17% 12% Cedar U x 180010 8 286 16% 15% 18 4% 

19% 16% Am Cap Bd 1880-09 33 18 19% 19% 19% -% 25 22CnHudCSPt 189008 ZlOO 23% 23% 24 +% 23 
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6% 3% ECC Infl x 020084 7 (25 4% 4% 4% 4% 

44% 30% EO&G 084002 16 878 40% 40% 40% -% 

44 33% ESystome 078002 M TOO 34% 34 34% -% 

3 % EagtaPIch 3 CO 1% 1% 1% -% 

26 16% East UUIs L48Q87 6D 81 21% 20% 21 

30 22Eaa4nt Eld L80OO612 3S 25% 25 . 25 -% 

47% 94% EMM Kodt 280008 206669 43 42% <2% -% 

00% 46% Ea»n Corp 220004 26 965 90% 90 69 -% 

14% 10% Ectfn fee x 070006151827 12% 12% 12% 

33% 18% Eodah too 07000210 464 31% 31% 31% +% 

44% 21% Edtoon 8re 18400312 380 36 36% 36% -% 


22% 19% H-eockJdm 186006 98 33 22% 21% 22% +% 3% 1 % Lomaa&Natt084048 0 127 2 

17% 10% Mm x 040082 241065 u17% 17% 17% +% 6% 2% Lona Star 0 105 3% 

15% 11% ftondy Hano 020082 16 60 11%d11% 11% -% 28 26UaLZ55 28SO10 175 27% u - ^ 

25% 17% Hanna 096003 12 276 34% 23* 23% -% 27% 24% LflnglL2/4S 2.43089 2100 27 27 27% +% 40% 28% Oryx Energ 12D08J11 9« 33 32% »% -% 

45% 32% Hannatord 05200119 106 41% 40% *1% -% 27 24% Longfl_2_47 £47089 34 26% 26% 26% +% 19% 11 %Oulb'rt Mi 0.40a« 21164 16% 18% 16% -% 

7% S% Hanson Wl 60 4% 4% 4% 82 78LongA8.30 880089 Z100u92% 92% 92 22% 15% O'Mai »P» 0.W0.M 11 «1 18% 17% 17% 

23% 19% Huron ADR 184007106578 10% 19% 19% -% 102 96% UsL &8 090010 Z100ul02 102101% -% 10% 9j3 OWM 8 N 02100124 79B ffi% « 19% +% 

1% %HioowlBJ 0 789 A % % -A 24% 19% LoogOgMg 1.70087 )01265 24% 24% 24% 35% 150wana Com 2*1407 uM% 34 35% +1% 

1% 2 Hard B 12 608 U % H 44% X? Ux^i COtjb 188003 13 181 37% 37% 37% -% 13% 6% (Word tod 0.50004 18 35 12% 12% 12% +% 

4 1% Harken 2 217 2% 2% 2% 15% 9%UngbawF 082004 20 2BB 13% 13% 13% -% 

4% MHartand 086084 14 522 23% 23 ZS -% 45% 32% Loral Carp 09600310 843 37% 36% 38% -% 

58 17% Harley Oat 32 348 ST% 56% 56% 29% 26% Lou»128 x 3.18011 14 28% 28% 28% +% 

1% 4% Hainan tod 4 11 9% 9% 9% -% *3% 33% Louis Land 1.00002 23 504 40 39% 36% -% DO 

22 teHomlacMe 040002 8 360 19% is is 46% 29% Louis Pac 10600241 431 42% 41% 42% +% * r - U - 

6% 19% Harris Crp 1.04004 451077 22% 22% 22% -% 37% 23% Longs Co x 05600221 324 32% 32 32 -1 38% 22% Ft* CWp x 18000(121211 33% 33% 33% 
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24% MHartand 086084 14 522 23% 23 23 
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22 tOHamtachfe 040082 6 360 t9% 19 19 


, ___ 22% HwssQpx 12000(11 181 29% 2B 26 -% HI 42% LufartW 182003 6 275 46% 46% 46% ... . , 
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-% 13% 7% Ha/totorx C 080007 10 336 8% 8 8% 81 34% Lukana Inc 188003 9 628 48% 47% 48% +% 89% 41% PPG Ind Hi 18800318 602 64 B3% 53% 


32% UEdwards 06608214 569 31 
6% 2%BcaQrap 13 599 9 

7% 4% Bear Corp 022083 5 MS 
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19*5 16% Am Cap 9d 18800933 18 19% 19% 19% -% 25 KCnHudCSY 189008 zlOO 23% 23% 24 +% 23% 5% EIJnr lug 7% 

19 16% AraCopCV 1.40008 0 34 18% 18% 18% -% 36% 28% CmMfOpx 06800331 748 31% 30% 31% 4% 6% 2% EtodM 28 332 8% 

80 48% AmCyxremd 180082411995 64 63% 63% -% 19% 15Cartarfor x 180009 10 880 18% 16% 18% 13 4% EMC Oorp 19 883 7% 

31% 28% Am Q poor 2.40089 112374u31% 30% 30% -% 41 2SCantOV Crp 040001 M 424 *0% 40 40 -% 1% % Emerald Hm 0 31 % 

30% 19% Aa [nan ■ 18008S1093BG 22% 21% 21% -4% 26% 22% OntrHdto x 18208711 68 26% 27% 27% -% 9% 5% Bang Chxiy 1316 6% 

27 17% Am Family 038001151041 Mb 24 24% 4% 44% 34% Cenrr Loul 2.8800611 120u44% 44 44 -% 50% 3B% Emaroon B 1J2083182794 47% 

41% 28 An Gad Co 280085 9 575 40% 40% 40% 19% 16% CM Mb x 186088 12 174 19% 19% 10% -% 3% 1 % Emeraon Rx 29 178 2 

8% 7% AaiGnl k x 0770.09 144 B% 8 3%-% 21% 16% Cantr N*ap 04008220 6 W 19 19% 8% 5% EmprfM.76 047087 3 6% 

30% 22% Am H»i Pr 0520.00 14 432 29 28% 29 +% 31% 25% Codr Vim! 288007 10 113 30% 30% 30% -% 38% 29% En^dra DM 24200613 22 38% 


31% 30% 31 -% 17% 14 

9% 3% 5% I 38% 20 
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17% 14% Hatfaras 186009 2 17% 17% 17% 47% 19% LcxaUca 

38% 29% HawaHanQ 28008817 108 36 35% 35% -% 22% 12% LydeO be 
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72% 35% PS Group 0.600.01 13 97 43% 43% 43% 
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7 +% 42% SSHaaMh Ca 3.19008 19 388 41% 41% 41% +%I 28% W% Lyonded P 180088 6 689 23% 22% 23% +% 18% 13% Pec Am Inc 148010 29 15% 15% 16% -% 


2% 2% 9 5% HMU Equ x 06801012 215 8% 8% 8% +% 

7% 7% -% 13% 7% Health Hhb 1.1208912 490 12% 12% 12% 


1% % Emerald Hm 0 31 % ^ ^ 34% 20? Hal ft gMay 048081 16 108 33% 32% 32? -t .. 46% 38% Pac Tol x 2.14085153141 42% • 
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34% 20% HeWoMay 048001 M 108 33% 32% 32% -l 
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- M - 
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43% 94% Pac Mi 1.78009 9 639 29% 28% 29 +% 
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46% 35% Pac Td x 2.14085163141 42% 41 41 -1% 
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72 48% An Home ft 280003182952 68 87% 67% -% 

3% 2% Am Hotels 14 53 3% 3% 9% 
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-% 235171% Enron 105 1050004 60 22S 22B 229 
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a Home Depot 012000 516063 55% S% 53% -1% H)% 
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7 1% HomstedCa 020013 0 737 1% d1% 1% 

19% 13% mmdte x 020081 1S2220 15% 15% 15% 
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3% % Am Sat Bk 65 % A % -U 41% 25% Ctom Bk PI 420010 MS 40% 30% 30% -% 21% 15% Ersarth Co 080005 34 370 16% 18% 16% 2% % Mila Dted 0 80 1% 1% 1% 4% % ,% Major Go 
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17 13% An Waff 3% 125008 2 u17 17 15 -fl 30% 10% Chew Bkg 1.00 004163820 34 23% 23% -% M12%BmSrtL7x 129011 51 19% 10% 18% -% 20% 12% Hmto IZ95 285015 24 20% 20% 20% 33% l7%MamdHtei 186007 

23% 15% Am Weir 066004 10 293 23 22% 22% 28 16% ChawNtea 020081241137 19% 17% 17% -% 13% 9% ECKOmai 12901140 12 12% 12% 12% 4% 7% 3% Howe Shop 211490 8% 6 8 7% 4 Mantilla 

64% 55% Amentadix 340006131874 80% 69% 50% -1% 21% 13% Chaaapaake 07208330 105uZ1% 21% 21% 4% 4% 2% EOK Ready 0.10004 0 27 2% d2% 2% 4% 7 1% Hemmed Cu 020013 0 737 1% tfl% 1% -% 15% 8% M’tOla PI 
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13% 6% Amotofc [nc 06808515 203 12% 12% 13% -% 80% 73% Cite Ml Pf 580006 9 80 78% 50 41% 4 1% Equfmk 0 Ml 3b 2% 

11% B% Aram Sac 1.06010 1 37 11% 11 11% +% 33% 15ChQa Fund 591 32% 32% 32% 4%| 3% 2% EquVOE x 050016 7 308 2% 2% 
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3% 4% I 0% 4% Note* Mil 225026 


0 10 a & 1 

6 69 9 8 ? 8? 
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7% 2% Amro Inc x 012001 10 024 uS% 7% 
33% M% Amsoudi 1.44004 0 59 32% 32 
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4 % 1% Anacomp 34 684 3% 3 3% -% 15% 9% Chrystor 090008 326H0 10% 10% 10% 

29% 22% Anadarko 030081 343670 u30% 29% 30% 41 73% 80 Chut* Cop 1/48002 101612 62% 82% 62% 
26 464 7% 1 - - - 
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CZECHOSLOVAKIA 

The FT proposes to publish this survey on 
November 7 1991. 

54% of Chief Executives of Europe’s largest 
companies read the FT. If you want to reach 
thi s important audience by advertising in this 
survey, call 

Patricia Surridge on 
071 873 3426 
or fax 071 873 3079. 
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OMAN 


The Financial Times pro¬ 
poses to publish this survey 
on 

Noroalm 20di 1991. 
This survey will look in 
depth at OMAN and how 
the country is developing. Ii 
will be of particular interest 
to the 54% of Chief Execu¬ 
tives in Europe’s largest 
companies who read the F.T. 
If you would Uhe to reach 
this influential audience, call 
CaifT Crofts on 071-873 3269 
or Fax; 071-873 3079 

J9dU Jflvnv: Chief ExeaiHra is 
Europe 1990 
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Monda y Inter view 

Socialist’s 

market 

inclinations 

Carlos Solchaga, Spain’s finance 
minister, speaks to Peter Bruce 
and Richard Lambert 


M r Carlos Solchaga is a 
man inhabiting two 
contrasting worlds. 
Next week he will enjoy the 
kudos of becoming the first 
Spanish finance minister to 
chair the International Mone¬ 
tary Fund’s Interim Committee 
when it meets in Bangkok. On 
the domestic front, however, 
he is the figure around which 
many of Spain's political con¬ 
troversies revolve. 

He is constantly rumoured to 
be on the verge of being 
removed from office. This is 
because he not only irritates 
powerful ministers with his 
overtly conservative textbook 
market economics, but because 
he treats than like a father 
trying to hide the difficult facts 
of life from a child. Ministers 
and Socialist party colleagues 
sometimes wrongly assume he 
must be behaving in the same 
way to the prime minister Mr 
Felipe Gonzales. 

In fact Mr Solchaga briefs 
the prime minister at least 
once a week, providing the 
basis of the Mr Gonzale 2 ’s 
intelligence on the two issues 
about which he is most pas¬ 
sionate - European union and 
the state of the economy. 

Mr Solchaga feeds his prime 
minister the lines and the 
prime minister does the hard 
work persuading the cabinet 
“Felipe Gonzalez's role is 
crucial,” he says. “He has 
something I do not - charisma 
and legitimacy in the party. 
Naturally I have to be careful 
not to create too many prob¬ 
lems for him and it has some¬ 
times been difficult for him [to 
sell conservative economics]." 

Mr Gonzalez recently went 
on television to defend his 
finance minister amid repeated 
suggestions that the new dep¬ 
uty prime minister, Mr Nards 
Sena, was being groomed to 
assume more responsibility for 
economic policy. 

A graduate of MIT and a for¬ 
mer economics professor, Mr 
Solchaga is a carious mix of 
politician and academic, who 
brings a highly individualistic 
approach to economic poli- 
cy.Take privatisation. 

*T have no ideological bias in 
favour of or against privatisa¬ 
tion,” he says. “The only bias I 
can have is that experience 
suggests that in most cases the 
public administration of enter¬ 
prises is not better than pri¬ 
vate management. 1 would be 
in favour of privatising [for 
this reason] most of our com¬ 
panies but I would be against 
having a programme of privati¬ 
sation. Buyers may then think 
one Is up against a daadiina 
and 1 do not want to create 


expectations on the part of my 
colleagues in the cabinet that 
there might be additional 
resources to be spent 

“We have sold shares in 
some companies and we are 
ppen to the idea that once the 
Corporacion Bancaria de 
Espana (a new banking giant 
being created by uniting all the 
state-owned financial institu¬ 
tions) is consolidated, to sell 
part of its capital But m do it 
without a programme and 
without any political commit¬ 
ments." 

It is this undogamtic 
approach that arouses so much 
anger among leftwingers in the 
Socialist parly and in the trade 
unions. His explanation is 
quite straightforward: 1 am a 
social democrat who believes 
In markets,” he says disarm¬ 
ingly. “The problem with many 
social democrats is that they 
look at the markets with preju¬ 
dice." 

While it is becoming respect¬ 
able to be a social democrat 
inside the socialist cabinet the 
same cannot be said for the 
party. But Mr Solchaga’s 
patient patronage of bright 
young people around him both 
when he was industry minister 
in the first Gonzalez cabinet in 
1382 and as finance minister 
since 1965 is beginning to pay 
oft The present industry min¬ 
ister is a close confidant and 
supporter. The head of the 
newly-created infrastructure 
ministry is a former deputy. 
The agriculture minister is 
sympathetic. Probably most 
important for Mr Solchaga's 
survival is the strong support 
given to him by the veteran 
foreign minister, Mr Francisco 
Fernandez Ordonez. “Sol¬ 
chaga," he says, “is doing an 
excellent job especially as he is 
doing it in the context of a 
socialist government" 

Mr Solchaga is, if anything, 
growing stronger within cabi¬ 
net though he jokes that his 
recent election by Euromoney 
magazine as finance minister 
of the year might be a kiss of 
death. That prize was for keep¬ 
ing his head during the 
1986-1360 boom after Spain 
joined the European Commu¬ 
nity. Instead of giving Spain its 
bead and running up colossal 
bills, Mr Solchaga moved early 
to cool the economy with a 
fierce mixture of a credit 
squeeze, capital controls and 
high interest rates. 

Today, he thinks inflation 
will end this year at about 5.5 
per cent and next year at 5 per 
cent as Vat increases - forced 
cm Spain by the EC harmonisa¬ 
tion process - take effect 

The closer EC monetary 



Market vs state 
in development 


M ost of the bankers 
converging on Bang¬ 
kok this week for the 
International Monetary Fund/ 
World Bank annual meeting 
doubtless believe the debate 
about how best to promote eco¬ 
nomic development is dead. 
They subscribe to the “new 
orthodoxy" of the 1980s, which 
says that government interven¬ 
tions do more barm than good. 
Except in the narrow sphere of 
social policy, poor countries 
should liberalise, privatise and 
allow markets to work their 
magic. 

Achieving sustained growth 
in the Soviet Union, eastern 
Europe or anywhere else is 
thus largely a matter of poli¬ 
tics. The challenge is not to 
devise new policies (the text¬ 
books are written) but to over¬ 
come transitional difficulties 
and create the robust institu¬ 
tions required to implement 
conventional wisdom. 

But is economic develop¬ 
ment this cut-and-dried? Is reli¬ 
ance on the short-run profit 
motive really a sure bet? The 
first hint that some rethinking 
is taking place - even in bas¬ 
tions of the new orthodoxy - 
came last month in a speech by 
Mr Attila Karaosmanoglu enti¬ 
tled Asia and the New Balance 
in Development Strategies. Mr 
Karaosmanoglu, then the 
World Bank’s vice-president for 
Asia and now one of three 
managing directors under Mr 
Lewis Preston, the bank’s new 
president, was responding to 
academic critics who argue 
that the success of east Asian 
newly-industrialising countries 
(NICs) reflects activist govern¬ 
ment policies. The surprise 
was how much Mr Karaosman¬ 
oglu conceded. 

One of the critics he cited is 
Mr Stephen Smith, develop¬ 
ment economist and author of 
Industrial Policy in Developing 
Countries, a recent pamphlet* 
for the Economic Policy Insti¬ 
tute, a Washington think tank. 
Mr Smith is part of a counter 
revolution in development eco¬ 
nomics that is seeking to 
debunk the grander claims of 
the new orthodoxy. 

The World Bank and others 
have tended to equate export- 
oriented development strate¬ 
gies with tree-market policies 
and import substitution with 
government intervention. The 
unparalleled success of out- 




‘I would be in favour of privatising most companies’ 


union is, the stronger he needs 
to be. Tough negotiations with 
the unions on reforming the 
labour market lie ahead and 
the two sides deeply distrust 
each other. 

"Our big problem is that we 
have very high structural 
unemployment," Mr Solchaga 
says. “We are trying to link the 
subsidy costs of unemployment 
(welfare) to retraining or 
recycling of labour. Our idea 
would be to oblige people get¬ 
ting any kind of unemploy¬ 
ment subsidy to recycle or 

PERSONAL FILE 

1944 Bom in Tatalla, Navarre. 
Economics graduate, 
Complutense University, 
Madrid. Assistant pro¬ 
fessor of economics, 
Complutense University. 
1967 Bank of Spain, research 
department. 

1976 Head of research, Banco 
de Vizcaya. 

1979 Elected to parliament lor 
Socialist workers' party 
(PSOE). 

1982 Minister of industry and 
energy. 

1985 Minister of economy and 
finance- 

1990 Chairman IMF Interim 
Committee. 


retrain themselves and then to 
reduce aid to those people who 
really do not try to mid new 
jobs.” 

He hopes that With an 
increasing number of employ¬ 
able people in the market¬ 
place, the steep upward spir- 
alin wages could be brought 
under control but the labour 
negotiations pate Into insignifi¬ 
cance against the task Mr Sol¬ 
chaga and like-minded minis¬ 
ters believe must be tackled by 
Mr Gonzalez. That will be 
nothing less than chang in g the 
nature of public service in 
Spain, to toughen the condi¬ 
tions under which Spanish 
civil servants will have to 
work. “We have to start next 


year so that in five years, by 
the start of the third phase of 
monetary union, the problem 
can be solved.” 

Those changes could run the 
whole gamut from Bhakiwg op 
the university tenure system to 
the hours that civil servants 
work, subjects that Mr Gonz¬ 
alez has never confronted. 

“It is easier for us to change 
the in stituti o nal nature of mar¬ 
kets, Vnr.i nrtrng the labour mar¬ 
ket or giving independence to 
the Bank of Spain, than to 
change the inheritance of the 
past.” Mr Solchaga warns. 
“Our real problems lie in those 
things that require some kind 
of cultural change. Tm more 
concerned about the function¬ 
ing of universities, about pub¬ 
lic education in general and 
the public administration in 
particular than maybe [I am] 
about changing the labour 
market." 

But the savings that will be 
gained by dumping ingrained 
cultural inefficiencies might 
ease the balancing act that he 
faces as finance minis ter. 

procedures 

This requires him now to 
spend each peseta of the public 
purse on baric necessities such 
as infrastructure in order to 
guarantee that the economy is 
able to converge with leading 
EC members by the time mone¬ 
tary onion is achieved. Fart of 
this involves opening the coun¬ 
try up to foreign investors but 
even this is beginning to alien¬ 
ate some sections of the busi¬ 
ness community. Mr Mario 
Conde, the thrusting young 
chairman of Banesto, one of 
the country’s biggest banks, 
has begun accusing the govern¬ 
ment of “selling" the country. 

“One thing I am sure of is 
that 1 support foreign invest¬ 
ment," says the minister. “It 
represents a process of team¬ 
ing for Spanish companies 
related to the investor. The 
change in the motor compo¬ 
nent industry has been fantas¬ 
tic. People who accuse us of 
having no industrial policy 
usually want protection and 


The only club worth joining 


T he negotiations over a 
treaty on European 
political union (Epu) are 
back on track again, it seems, 
with a reasonable chance of a 
conclusion, at the year-end 
summit at Maastricht Last 
month the Twelve were tempo¬ 
rarily derailed by ideological 
diversions, but now appear to 
have put histrionics behind 
them. Even Britain seems to be 
taking a constructive interest 
One dog is not barking, how¬ 
ever. and that is the question 
of admitting new members to 
the club. When the Twelve 
sign their treaty on political 
anion, they will be making all 
sorts of far-reaching commit¬ 
ments, in principle if not in 
practice, about foreign policy, 
defence, internal security pol¬ 
icy, majority voting, and the 
powers of the European Parlia¬ 
ment They will also be making 
even more binding undertak¬ 
ings on economic and mone¬ 
tary union. But they will 
scarcely breathe a dicky bird 
about all those other European 
countries waiting outside 
which want to join. 

This is rather a yawning 
lacuna in the agenda. The 
Twelve have been arguing furi¬ 
ously about the principle of a 
Common Foreign and Security 
Policy, but the argument has 
been more theoretical than 
real: whatever the treaty may 
say, the development of such a 
policy will be ultra-cautious, 
evolving over many decades. 
Enlargement is quite different 
either it occurs or It doesn’t 
and a Community of 20, say, is 
intrinsically different from a 
Community of Twelve. 

So for five applications for 
membership are already in the 
pending tray - from Turkey, 
Austria, Cyprus, Malta and 
Sweden. Finland is preparing 
to apply next summer, Poland, 
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IAN DAVIDSON 

on Europe 

Czechoslovakia and Hungary 
will certainly apply Immedi¬ 
ately they think they have the 
ghost of a chance; and then 
there are the three Baltic 
states. Before we know where 
we are, the list of declared can¬ 
didates will run to at least 20. 

Quasi-federalists in Europe 
have tended to oppose admis¬ 
sion of any new members. 
They think the sheer weight of 
numbers, and a colossal widen¬ 
ing of political and economic 
diversity, would bring the 
Community to a halt By the 
same logic, but for the opposite 
motives, anti-federalists have 
demanded the speedy opening 
of the doors to alL 
As a driving force in the fed¬ 
eralist camp. President Mitter¬ 
rand Is among the most hostile 
to enlargement; be professes to 
offer the hand of welcome, but 
has made clear that he would 
prefer to postpone it for 
“decades and decades". Mr 
John Major, the British prime 
minister, like Mr Jacques Chi¬ 
rac, leader of the French Gaull- 
ist party, opposes Mr Mitter¬ 
rand’s federalist ambitions, 
and therefore advocates early 
and extensive enlargement 
Of course, Messrs Major and 
Chirac are mainly talking for 


effect, the way politicians will 
Enlargement requires the sup¬ 
port of the Commission, agree¬ 
ment of 12 member states, 
agreement of 12 parliaments, 
and in future of the European 
Parliament as well. There is 
simply no chance of a sudden 
rush to admit a whole cartload 
of new members; and it is most 
unlikely any new members will 
be admitted until after the new 
treaties have been ratified 
(1992) and the single market 
completed (1993). 

On the other hand, it is now 
clear that the Mitterrand pol¬ 
icy of indefinite postponement 
is simply not on, because the 
Community is the only place 
there is. The pan-European 
conference on security and 
co-operation is a sterile child of 
the cold war, the Council of 
Europe is only a political ante¬ 
room to more interesting activ¬ 
ities; and President Mitter¬ 
rand's European confederation 
is a hollow phantasm. The 
Community alone is alive, 
growing and powerful; and 
that is why everyone wants to 
join. 

What then is to be done? The 
worst possible solution would 
be for the Community to ait 
passively like a social security 
office, processing the queue of 
membership applications one 
after another. That way It 
would spend the next 20 or 30 
years doing nothing except tak¬ 
ing in new members, each time 
having to rearrange the insti¬ 
tutional seating to accommo¬ 
date the latest arrivals. 

The next possible solution 
would be to sort the applicants 
into groups: Now, Later, and 
Never. By most measures, all 
seven Efta members ought to 
qualify for the Now category. 
Yet it sticks in the craw that 
neutral countries, which have 
grown rich and smug denying 


any political solidarity with 
their western neighbours, 
should now have the gross 
impudence to assert that their 
continued neutrality is not 
after all an impediment to 
Community membership. 

There are two problems with 
such a rough and ready 
approach. The first is that the 
explicit selection of Efta coun¬ 
tries implies rejection of the 
east Europeans. On political 
and moral grounds, this would 
be difficult to justify. 

The second difficulty is that, 
white there should be no seri¬ 
ous obstacle to tbe member¬ 
ship of any individual Efta 
country, the admission of 
seven new members would be 
massively difficult to digest, 
and would require far-reaching 
renegotiation of the EC trea¬ 
ties. 

In the first place it would 
require a profound renegotia¬ 
tion of the implicit bargain 
between large and small coun¬ 
tries. At present voting 
weights are heavily skewed in 
favour of the small countries, 
which account for seven out of 
12 members; but in a Commu¬ 
nity of 19, there would be 14 
small countries. 

So either France, Germany. 
Britain and Italy would have to 
submit to being totally domi¬ 
nated by the small fry; or else 
the small fry would have to 
accept smaller voting weights. 
But in any case, the majority 
voting rules would have to be 
pushed much further, if the EC 
were not to be paralysed. 

These questions cannot be 
solved before the new political 
and monetary treaties are 
signed. But the Maastricht 
summit ought to launch a 
coherent examination of the 
whole problem, without 
waiting for external pressures 
to become irresistible. 


subsidies." 

Not even a high current 
account deficit depresses him. 
“It should be looked at in. a 
new light,” he says. “Some 60 
per cent to 70 per cent or the 
deficit is with the EC and as 
we move towards greater eco¬ 
nomic union this will have as , 
much relevance as the balance ' 
of payments situation between 
Andalucia and the Basque i 
Country. We are a province of 
Europe and that is the best 
thing that has ever happened | 
to us.” 

Mr Conde is not so sure, say¬ 
ing that after years of the Sol¬ 
chaga treatment, inflation is 
where it was in 1988, the cur¬ 
rent account deficit is growing 
and high interest rates have so 
overvalued the peseta that 
exporters cannot export 

But these statistics foil to 
impress Mr Solchaga's vocal 
free-market supporters, men 
such as Mr Oscar Fanjul chair- ! 
man of tbe Repsol 03 cunglom- I 
erate, Spain's biggest indus- 
trial company “Solchaga is the 
guarantee that nothing crazy 1 
happens to this country” he 
says. 
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ACROSS 

1 Risk coming to rue flutter 
( 9 ) 

6* Famous put down (S) 

9 Partial overtures to secure 
objets d'art? ( 5) 

10 Rely oa worker to be one 
who hangs on (9) 

11 Printed matter in prose and 
verse (10) 

12 Artist having second 
thoughts about oox (4) 

14 Patches up boats (7) 

15 Weaving instrument with 
closed outlet (7) 

17 State man to be avoided (7) 

19 Naked In unusual act of 
entertainment (7) 

20 First male architect 14) 

22 Teacher having to mould 
unruly stream (4.6) 

23 Wedding outfit for model 
writer (9) 

26 Forbidden thanks to unwel¬ 
come sound (9 

27 Valued desert journalist (5) 

28 The lady’s catching birds at 
Kentish resort (9) 


DOWN 

1 American village Mock (3) 

2 True clergyman goes up one 
before board (9) 

3 Indifference expressed as 
NUT faces reality? (10) 

4 Modernises ad set-up per¬ 
haps (7) 

5 They don't come in at for¬ 
mer harbours (7) 

6 Negative-sounding Teutonic 
figure (4) 

7 Wanderer taking ship (5) 

8 It may dean put a chap off 
i9) 

13 Food conveyer used by stu¬ 
pid American attendant 
(4-6) 

14 Letter from noted eccentric 
<B) 

15 Convert a belt into record- 
player (4-5) 

18 Doctors accepting deliveries 
from cattleman (7) 

is Place to come round for esti¬ 
mate (?) 

21 Almost a boxing-match? (5) 

23 Plunders castles (5) 

24 Accustomed to being 
employed (4) 
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MICHAEL PROWSE 

on America 

ward-looking Asian NICs - 
South Korea, Taiwan, Singa¬ 
pore, Hong Kong and Thailand 
- Is thus depicted as a tri¬ 
umph for taisser fairs doctrines 
while the relative failure of 
more inward-looking Latin 
American countries is seen as 
an inevitable consequence of 
excessive reliance on the pub¬ 
lic sector. The moral drawn is 
that trade liberalisation and 
small government are the keys 
to rapid development 

Mr Smith does not query the 
importance of export promo¬ 
tion but he rejects its identifi¬ 
cation with laisser favre eco¬ 
nomics. On the contrary all the 
NICs (with the exception of 
Hong Kong) have “actively 
intervened in various ways to 
promote specific types of man¬ 
ufactured exports of ever-in¬ 
creasing technological sophisti¬ 
cation”. Far from illustrating 
the virtues of free markets, 
their record shows that suc¬ 
cessful export-led growth 
requires “activist trade and 
industrial policies”. For South 
Korea, Mr Smith cites 19 sub¬ 
stantive forms of government 
intervention used to manipu¬ 
late markets. 

Why are activist policies 
required? The fundamental 
reason is that countries 
develop by deliberately trans¬ 
forming their comparative 
advantages. It matters what 
kinds of product a country 
exports, and under what condi¬ 
tions. The static models used 
in free-market analysis suggest 
countries should respond to 
existing world prices and pro¬ 
duce whatever seems likely to 
generate an immediate profit. 
This has often led to excessive 
reliance on exports of basic 
commodities and near eco¬ 
nomic ruin when prices slump. 


as they did in the 1980s. 

Tbe east Asian NICs have 
been more interested In their 
dynamic comparative advan¬ 
tage. Governments have 
altered market incentives to 
favour advanced forms of man¬ 
ufacturing. recognising that 
thiw stimulates a chain of bene¬ 
fits including Improved educa¬ 
tion, managerial expertise, 
higher labour skills and tech¬ 
nological development Rather 
than blindly liberalising 
across-the-board, they have 
deliberately got some prices 
“wrong” in order to promote 
particular sectors critical for 
longer-term development 

In defence, Mr Karaosman¬ 
oglu says many Asian advan¬ 
tages - such as reverence for 
education and a tradition of 
excellence and impartiality in 
the civil service - are not eas¬ 
ily replicated. The few exam¬ 
ples of effective intervention in 
Asia must be set against “con¬ 
sistent failure to succeed in 
these tasks elsewhere”. 

He says the bank's critics 
focus unduly on structural 
adjustment lending - the 
main innovation of the 1980s. 
Bat this “distorts perceptions 
so that all our advice is seen as 
urging government withdrawal 
and inactivity”. In Asia at 
least, hard-edged programmes, 
with explicit conditions on 
import liberalisation and 
industrial deregulation, 
account for only a small pro¬ 
portion of planned lending. 

But having made thin half¬ 
hearted defence of bank poli¬ 
cies, Mr Karaosmanoglu ends 
with a remarkable mea culpa: 

“The east Asian NICs and 
their successful emulators are 
a powerful argument that a 
more activist, positive govern¬ 
mental role can be a decisive 
factor in rapid industrial 
growth. An urgent task for the 
World Bank is to perform more 
research into east Asian 
approaches to trade and indus¬ 
trialisation, including the expe¬ 
rience of Japan. What is replic¬ 
able and transferable most be 
brought to light and shared 
with others.” 

Now that Mr Karaosmanoglu 
occupies a pivotal position as a 
top aide to Mr Preston, let's 
hope he acts on his own 
advice. 

* Available from ME Sharpe, 
Inc, 80 Business Park Drive, 
Armonk, NY 10504 


Charles Barker 
announces a 
new route to 
communications 
excellence. 
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You’ll find it at Senator House. 85 Queen Victoria- 
Si, London - our new headquarters. 

Here, our clients will be serviced by 180 staff 
operating from modern new offices Ihet benefit 
from the latest in information technology 

And here we can provide an even larger'. - 
network of expertise and resources, thanks to our 
merger today with City & Commercial 
Communications. Goorgeson International and 
Corporate Analysis. 

Tho enlarged company offers specialist skills 
in investor relaiions and financial PR (trading as 
Charles Barker Georgeson); corporate PR; 
consumer and business marketing; public affairs; 
and advertising and design. 

Whatever your needs, you can expect.the 
same high standards of service and commitment 
thal have helped us become one of the UK’s ■ 

premier communication groups. 

For more information contact Piers Marlow - 
Thomas, direct on 07t 4151613 . Fax- a?f 248 3562- 
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The solution to last Saturday's prize puzzle will be published 
with names of winners on Saturday October 19. 


CHARLES BARKER 
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/ /■■ #T| telecommunications 

tfc OT has been an _ 

VV entrepreneurial 
1 — 1 backwater. Now 
there is a new sense of dynamism. 
Hugo Dixon looks at privatisation, 

deregulation and globalisation _ 

which are transforming the 
structure of this expanding industry 

The sleeping 
giants awaken 


THE sleeping giants of the 
world telecommunications 
industry are awakening. There 
is a new sense of dynamism 
and the industry is in the 
throes of a massive restructur¬ 
ing. 

Although telecommunica¬ 
tions has always been in the 
forefront of technology, for 
decades it has been an entre¬ 
preneurial backwater. Monop¬ 
oly practices and state owner¬ 
ship were the culprits. 

The industry’s main building 
blocks were the national post 
and telecommunications organ¬ 
isations (PTOs). Owned by gov¬ 
ernments, they had little incen¬ 
tive to improve efficiency. 
Granted monopoly franchises 
at home, they faced no compe¬ 
tition and 90 were able to intro¬ 
duce innovations and improve 
service at their own leisurely 
pace. And because PTOs in 
other countries also had 
monopolies, there was little 
opportunity to expand abroad 
even if they had wanted to. 

Three interwoven trends 
- privatisation, deregulation 
and globalisation - are chang¬ 
ing this picture: 

■ The PTOs are increasingly 
being split into separate post 
and telecommunications 
administrations, with the tele¬ 
communications part being 


sold to the private sector. In 
1990, telephone companies in 
three countries - responsible 
for 9m pbone lines - were pri¬ 
vatised, according to Booz- 
Allen & Hamilton, the manage¬ 
ment consultants. Between 
1991 and 1993, companies in a 
further 26 countries, responsi¬ 
ble for 95m lines, are expected 
to be privatised; 

■ Monopoly rights are being 
abolished, or at least limited; 

■ Freed from government con¬ 
trol at home and with new 
opportunities opening up 
abroad, the telecommunica¬ 
tions companies have started 
to expand globally. According 
to Booz-Allen. there were 67 
cross-border telecommunica¬ 
tions acquisitions in 1990 
worth SUUibn. up from 50 deals 
worth S2.7bn in 1989 and only 
11 deals worth $116m in 1988. 

This revolution in the struc¬ 
ture of the industry is taking 
place against the backdrop of a 
market that continues to 
expand at 10-15 per cent a year, 
driven by technological 
advances and increasing 
demand 

The world telecommunica¬ 
tions services market was 
worth $279bn in 1990, up from 
S175bn in 1986, and is forecast 
to reach $567bn in 1995 by the 
Telecommunications Research 



Centre, the UK-based industry 
analyst Meanwhile, the global 
equipment market has gro wn 
from $88bn in 1986 to $127bn in 
1990 and is forecast to reach 
|160bn in 1995. 

New technology is cutting 
costs, improving quality and 
leading to new services. The 
most explosive growth has 
been in mobile communica¬ 
tions and data communica¬ 
tions, spearheaded by the fac¬ 
simile machine and the 
personal computer. 

Meanwhile, telecommunica¬ 
tions is increasingly pervading 
all parts of the world economy. 
The use of telecommunications 
has been most intense in the 
services industries such as 
finance, which are the fastest 
growing industrial sectors, but 
manufacturing has also 
become more dependent on 


telecommunications. The 
groundwork for this revolution 
was laid in the 1980s. starting 
with the break-up of American 
Telephone & Telegraph and the 
privatisation of British Tele¬ 
com and Japan's Nippon Tele¬ 
graph and Telephone. 

But the process is only 
partly completed and the fruits 
in terms of lower prices, wider 
choice and better service will 
only be tasted in full by cus¬ 
tomers during the 1990s. 

The motives for privatisation 
have been miypd. In the UK, 
for example, there was a con¬ 
viction that private ownership 
would be more efficient than 
public ownership, combined 
with a belief that a private 
company would be better able 
to control the trade unions. 

As privatisation has spread 
from the developed to the 


developing world - with gov¬ 
ernments in Latin America, 
eastern Europe and Asia join¬ 
ing the bandwagon - other 
considerations have become 
more prominent. In Latin 
America, a principal concern 
has been to raise hard cur¬ 
rency to reduce the high level 
of sovereign debt, while in 
eastern Europe there is a real¬ 
isation that governments do 
not have the funds to modern¬ 
ise and extend the iTtaripqnafrp 
networks. 

Privatisation has been one erf 
the main forces behind deregu¬ 
lation. While governments 
were prepared to tolerate state- 
run monopolies, they have 
h«»w i ffH willing to give their 
blessing to private monopolies. 

But even governments which 
have retained state ownership 
of their telephone companies 


have found it necessary to lib¬ 
eralise the market. Germany, 
for example, argned that 
advances in technolo¬ 
gy - which are leading to a 
proliferation of new services 

and allow MwwwiHiniMHwM 
signals to be carried in ways 
that bypass the PTOs’ tradi¬ 
tional fixed ne t w o r ks - meant 
that it was no longer pomtfhte 
or desirable to maintain a 
strict monopoly. Since reunifi¬ 
cation, the policy of freeing pri¬ 
vate enterprise has been accel¬ 
erated. 

Liberalisation proceeded 
in phases. Most governments 
have stopped short of abolish¬ 
ing monopoly rights com¬ 
pletely. The European Commis¬ 
sion has only required 

PfffppptiMnTi In Ihi minal equip¬ 
ment and data services, while 
the UK initially lirwwH only 


one rival to BT in the basic 
phone market, Mercury Com¬ 
munications. But the EC is due 
to examine whether remaining 
monopoly rights to provide 
Infrastructure and voice ser¬ 
vices should be abolished, and 
the UK has now abandoned the 
BTfMercury duopoly. 

Liberalisation has provided 
the momentum for more liber¬ 
alisation. Where competition 
has proved a success, govern¬ 
ments have had the courage to 
take more radical action. 
Where It has Med, the argu¬ 
ment flmt the original liberalis¬ 
ation was not sufficiently thor¬ 
oughgoing has often proved 
persuasive. Meanwhile, the 
PTOs' new rivals have pressed 
fix' more freedom to compete. 

However, introducing compe¬ 
tition has been more difficult 
than expected. Even where 
monopoly rights have been 
abolished, telephone compa¬ 
nies have retained consider¬ 
able power to frustrate rivals. 

To redress fl™ imi«ianw» in 
power and to ensure fair play 
many governments have estab¬ 
lished regulatory bodies. But 
their fawfc h« not been easy 
and they have needed to take 
tougher action to protect cus¬ 
tomers and competitors from 
abuses of monopoly position. 

The power of the telephone 

companies to frustrate compe¬ 
tition has been most apparent 
in the international arena. 
Even where a government has 
allowed competition in the pro¬ 
vision Of I nternational phnno 

nalla, such SS tha US, thla haw 

had little effect because the 
telephone companies in the for¬ 
eign countries have usually 
remained monopolies. 

Furthermore, the world’s 
telaphnaw mpipmiM have vari¬ 
ous cartel-like practices 
tterfg nad to keep competitors 
out of the market and which 
have the wffiyrf of maintaining 

prices at high levels. 

Nevertheless, the cartel is 
beginning to reform itself, 
partly in response to pressure 
from tiie outside and partly 
because the telephone compa¬ 
nies are breaking ranks. 

The main telecommunica¬ 
tions companies all have strat¬ 
egies for global expansion. In 
fulfilling these, they will turn 
from inmilar monopolies into 
competing global organisa¬ 
tions. Instead of sleeping in 
their bade yards, the giants 
will invade each other's tart 
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Northern Telecom helps you fly 
to some of the hottest places on earth. 




It’s probable that at any given moment, day or 
night, there’ll be UTA aircraft in the sky ferrying pas¬ 
sengers to any of 43 destinations on 5 continents. 

People on business, others visiting family, but 
mosdy travellers in search of the sun on the beaches of 
Africa, the Far East and the tropical islands of the Pacific. 

Such an operation requires high performance 
telecommunications. So UTA chose Northern Telecom's 
Meridian system. 

A 5000-line network connects several locations 
to provide a single dialling scheme with Automatic Call 
Distribution for reservations listings, plus integrated 
services such as interactive voice messaging. 

It’s a telecommunications package that easily 
accommodates the ever changing demands ofa modern 
international airline. 


Since 1854,Vittel have been meeting another 
kind of demand.The demand for natural mineral water. 

So successful have they been that Vittel has 
become one of France’s top industrial enterprises. And 
today,"Vittel water is sold around the globe including, 
naturally, in places where the sun shines most. 

To handle the communications aspects of such 
a constantly expanding business,Vittel decided to 
install two of our Meridian systems in their head offices 
in Vittel itself to provide integrated telecommunications, 
interactive voice messaging plus network connectivity 
for their PC’s. 

These are just some of the ways that Northern 
Telecom’s advanced telecommunications technology is 
helping people in more than 100 countries worldwide. 

Can we help you? 


And we’ll help keep you cool 
when you get there. 


■A41 northern 
jg LL telecom 

TECHNOLOGY THE WORLD CALLS O 



NORTHERN TELECOM IS ACTIVE IN 24 COUNTRIES THROUGHOUT EUROPE. FOR MORE INFORMATION CALL US ON {441 753 813000. 

01991 Northern TeJetom. Meridian is a trademark or Northern Telecom. 
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Hugo Dixon on the high price of international phone calls 


Cartel may not yet be 
broken but it is cracked 


THE HIGH price of 
international telephone calls 
has become one of the most 
controversial Issues In the 
world telecommunications 
industry over the past year. 

An investigation by the 
Financial Times started the 
c o ntr ov ersy by disclosing that 
public phone companies 
around the world were over¬ 
charging their customers 
between $10bn and S 20 bn a 
year. International call prices, 
which are typically two to four 
times more than costs, are kept 
high by a series of cartel-like 
practices. 

Some of the phone compa¬ 
nies have sought to justify the 
prices they charge on the 
grounds that the extra profits 
are used to subsidise other ser¬ 
vices. Others have said they 
wish to cut prices but are pre¬ 
vented from doing so by the 
complicated accounting rate 
system which determines how 
the revenues from interna¬ 
tional calls are shared between 
the phone companies. 

The cartel has came under 
attack from many quarters. 
Although not yet broken, it is 
cracked. 

The US government, particu¬ 
larly the Federal Communica¬ 
tions Commission, has been 
leading the campaign. It 
believes that the cartel's prac¬ 
tices are undermining its pol¬ 
icy of introducing competition 
Into the telecommunications 
industry. It is also angry 
because US operators pay out 
about $3bn a year more than 
they receive under the 
acc o u nti ng rate system. 

The European Commission 
has also been investigating 
whether the cartel is breaching 
anti-trust provisions of the 
Treaty of Rome. It Is concerned 
that the high prices of cross- 
border calls within the Euro¬ 
pean Community undermine 
its plans to create a single 
European market. It has there¬ 
fore asked Community phone 
companies to provide It with 
Information on costs, account¬ 
ing rales and traffic flows; it 
has threatened to fine them if 
they do not comply. 

In parallel, the Organisation 
for Kflnnnmip Cooperation and 
Development (OECD), which 
groups 24 industrialised 
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nations, has been lobbying for 
changes. A recent Internal doc¬ 
ument said that accounting 
rates played the same role as 
customs tariffs In constraining 
the flow of goods. 

The International Telephone 
and Telegra ph Co nsultative 
Committee (CCITT), the Gene¬ 
va-based plume dub which is 


Some companies have 
sought to Justify prices 
on the grounds that 
the extra profits are 
used to subsidise 
other services 


responsible for some of the car¬ 
tel practices, held a meeting in 
September to discuss proposals 
for changing the accounting 
rate system. But it failed to 
agree any substantial reform. 
The essential problem is that 
accounting rates on most 
routes are considerably above 
costs. Because accounting 
rates determine how much 
telephone companies have to 
pay their counterparts abroad 
for delivering international 
calls, their high level acts as a 
brake cm any company which 


wishes to cut the prices it 
charges customers. 

But reforming the system 
will not be easy because of 
vested interests. Counterbalan¬ 
cing the large deficits experi¬ 
enced by countries such as the 
US, Australia, Canada and 
Sweden are surpluses enjoyed 
by others. In particular, many 
developing country telephone 
companies have become depen¬ 
dent on the payments they 
receive as part of the account¬ 
ing rate system, which are 
often large in proportion to the 
size of their telecommunica¬ 
tions industries. 

The last year has seen cuts 
in accounting rates on a num¬ 
ber of important International 
routes, although they have still 
generally a long way to fall 
before they match costs. US 
carriers, in particular AT&T, 
have negotiated phased reduc¬ 
tions of 50 per cent or more 
with the UK, Spain, the 
Netherlands and Hong Kong. 
Less dramatic, though substan¬ 
tial, redactions have been 
negotiated with Sweden, 
Ireland, Australia a nd Sin ga- 
pore. Meanwhile, the TEUREM 
group of European and Medi¬ 
terranean telephone companies 
has agreed to phased cuts of 


about 50 per cent in intra-Euro¬ 
pean acco unting rates. 

The CCITT has already 
embarked on a far-reaching 
reform of another cartel prac¬ 
tice - the restrictions on the 
use of international private cir¬ 
cuits. These were designed to 
prevent private companies 
bypassing the international 
services provided by the car¬ 
tel’s members. In particular, 
they limited the ability of com¬ 
petitors to engage in "resale”, 
which involves baying or leas¬ 
ing private circuits in bulk and 
than wwTihip on capacity to cus¬ 
tomers. 

The reform will not automat¬ 
ically open the floodgates to 
competition because most 
countries have their own regu- 
latton s, in t ine with the previ¬ 
ous CCITT recommendations, 
which prevent resale. However, 
the US and New Zealand 
already have liberal 
approaches to private circuits, 
and there are expectations that 
the UK, Japan, Canada, Aus¬ 
tralia and Sweden will follow 
suit. 

Moreover, customers are 
beginning to enjoy lower 
prices. Last month, British 
Telecom cut its international 
prices by an average of 10 per 
cent - calls to the US were cut 
by as modi as 20 per cent - 
following pressure from Oftel, 
the UK telecommunications 
regulatory body. There have 
been substantial cuts in Japa¬ 
nese prices, redactions in US- 
Canadian nail charges and 
some Italian and Spanish 
prices have fallen. But the 
changes of the past year have, 
by and large, yet to feed 
through to customers. 

One explanation for this is 
that most countries’ phone 
companies still have a monop¬ 
oly on international traffic. 
Reforms in accounting rates 
are removing a brake on cut¬ 
ting prices, but they do not on 
their own give an incentive to 
reduce charges. 

Even countries which have 
been in the forefront of tele¬ 
communications liberalisation 
have been wary of allowing 
unrestricted competition in the 
international arena. The UK 
has held back from allowing 
more competition to BT and 
Mercury.Communications until 



It is satisfied that foreign 
monopolists will not be able to 
abuse the UK’s more open mar¬ 
ket to their advantage. Japan 
has licensed only three inter¬ 
national operators. And the US 
is delaying allowing PanAm- 
Sat, a private US satellite com¬ 
pany, to compete on equal 
terms with Intelsat, the inter¬ 
national satellite organisation 
owned by the public phone 
companies, on the grounds 
that it qwiM damage national 
security. 

Nevertheless, indirect com¬ 
petition is growing. Multina¬ 
tional companies often route 
their calls around their private 
networks before putting them 
onto the public networks to 
take advantage of the cheapest 
prices, even though this may 
technically contravene some of 


The reform will not 
automatically open the 
floodgates to 
competition because 
most countries have 
their own regulations 


the regulations. And although 
the carters members may have 
qualms about competing 
directly against each other in 
international services, they 
have no reservations about 
"hub competition” - attract¬ 
ing business traffic away from 
their counterparts' networks 
by stressing their better facili¬ 
ties and lower prices. 

The cartel may not yet be 
broken. But, with competition 
seeping through its cracks, Its 
demise is only a matter of 
time. 


TELEGEOGRAPHY 


New perspective on 
patterns of power 



THE UK Is a bridge between 
North America and Europe; 
the Soviet Union is an island 
connected to the rest of the 
world by a weekly ferry ser¬ 
vice; India is a desert 

From the perspective of tra¬ 
ditional geography, such asser¬ 
tions seem mad. It is the UK 
which is an island, while the 
Soviet Union is a vast conti¬ 
nental land mass and India is a 
densely populated country 
criss-crossed by major rivers. 

But such are the implica¬ 
tions of “TeleGeography", 
which examines the flows of 
telecommunications traffic 
around the world. Unlike clas¬ 
sic geography which charts riv¬ 
ers, mountains and political 
frontiers, TeleGeogTaphy 
(T acks phone calls, and 
compater-to-computer commu¬ 
nications. 

Studying who is talking to 
whom gives a new perspective 
on the patterns of power and 
influence In the world. Some¬ 
times, this is more revealing 

than t raditional maps. 

A quarter of all the UK's 
international phone calls go to 
North America and 43 per cent 
to the European Community, 
emphasising the fact that 
Britain is psychologically tom 
over where it belongs. Most 
transatlantic private circuits 
are routed through the UK - 
which many multinationals 
choose as their telecommunica¬ 
tions hub — waking the coun¬ 
try a “tele-bridge" between the 
two continents. 

The Soviet Union was until 
recently a “tele-island” in that 
its telecommunications net¬ 
work was virtually cut off from 
tiie rest of the world. In 1988, 
Soviet citizens made fewer 
than 100m minutes of phone 
calls to the outside world, com¬ 
pared with the 5.4bn minutes 
made from the US, a country 
with a smaller population. 

The importance of telecom¬ 
munications and the Soviet 
Union's island status were 
underlined during August’s 
unsuccessful coup. The ability 
of the democratic forces and 
journalists to communicate 
with the outside world was one 
of the main factors behind its 
failure. Testimony to the coup 
leaders’ bungling approach 
was that they neglected to cut 


off international communica¬ 
tions - which would have 
hfq> n simple given that all traf¬ 
fic is still channelled through a 
fffo gte exchange in Moscow. It 
now seems that building more 
international exchanges will be 
a priority for all the republics. 

India is a “tele-desert” 
because it is almost entirely 
bereft of telecommunications 
facilities rather than simply 
lacking international connec¬ 
tions. There are fewer phones 
in India than in London. 

TeleGeography is a powerful 
tool for understanding the 
modem world because of the 
way that telecommunications 
has infiltrated virtually every 
branch of human activity. The 
one billion telephones linked 
together by networks of cables 
and satellites constitute the 
nervous system of the global 
market. The shift from an 
industrial society, which added 


Institute of Communications. 

TeleGeography’s perspec¬ 
tives can be informative in 
three main rejects. 

■ First, TeleGeography can 
reveal the networks of influ¬ 
ence in the modem world. Eco¬ 
nomic, political and social life 
is increasingly organised on 
the basis of networks. But not 
all networks are equal. Some 
are more productive than oth¬ 
ers and some people control 
the networks while others are 
on their peripheries. TeleGeo¬ 
graphy charts the c ontou rs of 
these networks. 

■ Second, tracking telecommu¬ 
nications traffic may help pol¬ 
icy makers pinpoint more accu¬ 
rately turning points In the 
economic cycle. Recently, there 
has been growing disfffuskm- 
ment with more traditional 
economic statistics because 
they take a long time to com¬ 
pile and policy can be based an 


A quarter of all the UK's international phone 
calls go to North America 


value mainly through process¬ 
ing raw materials, to an infor¬ 
mation society, which adds 
value through processing infor¬ 
mation, is partly responsible 
for the growing pervasiveness 
of telecommunications. 

Most economic activity 
touches the telecommunica¬ 
tions network at least once. 
For example, information on 
prices is transmitted by phone, 
deals are negotiated over video 
links, products are ordered via 
electronic data systems and 
designs are exchanged by fox. 
In some services industries, 
such as trading foreign 
exchange, the telecommunica¬ 
tions network has become the 
market itself 

The growing pervasiveness 
of telecommunications is par¬ 
ticularly prominent on an 
international basis. The arrival 
of good quality international 
communications is behind the 
globalisation of world industry. 
The total volume of interna¬ 
tional traffic has increased six¬ 
fold over the past decade to 
35bn minutes a year and will 
rise to 60bn-70bn in 1995, 
according to a report* by the 
London-based International 


out-of-date information. 

Telephone traffic statistics 
potentially overcome this prob¬ 
lem. The phone companies 
have the capacity to compile 
statistics on an almost instan¬ 
taneous basis. Moreover, such 
statistics enrmnpagg activity in 
the services industries which is 
often not property captured in 
traditional economic measures. 

■ Finally. TeleGeography gives 
a perspective on puhlic policy 
priorities. Since the main 
source of economic value in 
the information age Is-the pro- ' 
duction and transmission of J 
information, education and 
network development are seen . 
as political imperatives. If peo¬ 
ple are uneducated, they will 
be unable to participate in the 
modem economy. But; equally, 
educated people in Third 
World countries will find then- 
selves progressively marginal¬ 
ised unless they can ping Into 
the global network. 

The Global MnmunntaMv JrsBc 
ftaport, 18St, OC, TfertMoaft' tMOM Sob*, 
raWafoctr Square, London WC1H SLF, 
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Who do bankers bank on? 

For the Brussels-based Society for Worldwide 
Interbank Financial Telecommunication (S.W.I.F.T.), 
the answer is simple. 

Northern Telecom. 

S.W.IT.T. provides transmission services among 
major banks round the world. They chose us to 
provide them with the most reliable data network 
available. We are, after all, not just Europe’s but also 
the world’s largest supplier of data packet networks. 

When completed, this telecommunications 
solution will connect some 3,000 bank locations in 
over seventy countries. 

So much for the big money. 


Now what about the peanuts? 

For Cargill, one of the leading agricultural and 
commodity companies, the problem was entirely 
different. They needed an internal phone system 
that ensured fast and reliable communications 
between their commodity traders across the world- 

They chose Northern Telecom because no one 
sells more advanced business communications 
systems than we do. 

Just two of the ways in which Northern Telecom 
advanced telecommunications products are helping 
both big and small businesses in more than one 
hundred countries worldwide. 

Can we help you? 


But we also help if it’s peanuts. 
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NORTHERN TELECOM IS ACTIVE IN 24 CO UNTKIES THROUGHOUT EUROPE. FOR MORE INFORMATION CALL US ON (+♦) 7S3 SI 3000. 
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World Bank expresses concern about indications that investments are becoming too speculative 

Wave of privatisations sweeps the globe 


Past and future privatisations of 
public telecommunications ca rriers 


Pre-1990 


A WAVS of privatisations is 
. sweeping the world’s telecom¬ 
munications markets, as gov¬ 
ernments seek to sell all or 
part of their state-owned tele¬ 
phone companies. 

The volume of privatisations 
threatens to exhaust potential 
buyers as competition mounts 
for the limited pool of funds. 

’Hie past year has seen the 
privatisation, of the telephone 
companies of Argentina, 
Menco and New Zealand - 
companies serving a total pop¬ 
ulation of 125m. 

Since 1984, the market fra? 
already absorbed such large 
privatisations as British Tele¬ 
com. Teleglobe Canada and 
Nippon Telegraph and Tele¬ 
phone Co. 

Telephone companies in 
Venezuela, Australia, Hungary, 
Sweden, Portugal and Pakistan 
are among those moving 
towards at least partial private 
ownership. 

It is estimated another 25 
telephone companies will be 
targeted for full or partial pri- 


■PRivjvnsATicM jassNf &=ev\ 10 m#T' 
Tit (pOAW Qf GNVE^ATtoi 


vat&ation by 1995 - including 
such giants as Germany’s 
Deutsche Bundespost Telekom. 

Hie required investment for 
these companies would top 
$145bn, according to the Tele¬ 
communications Research Cen¬ 
tre. of West Sussex. 

While dozens of banks, tele¬ 
communications equipment 
manufacturers, foreign tele¬ 
phone companies and other 
investors rush to examine each 


privatisation, relatively few 
invest in overseas telephone 
companies. 

The main corporate inves¬ 
tors include Telefonica. Cable 
& Wireless and the US Bell 
companies. 

Banks have less and less 
conventional equity funding to 
invest in such companies, 
although they continue to rely 
on other means such as swap¬ 
ping sovereign debt for equity. 


Profile: International Telecommunication Union 

Need for dynamism 


HOW CAN the oldest of all 
inter-governmental organisa¬ 
tions keep pace with one of the 
world’s most dynamic indus¬ 
tries? 

Since 1885 the International 
Telecommunication Union 
been regulating and coordinat¬ 
ing the flow of global informa¬ 
tion. As a specialised agency of 
the UN it was for many years 
the sole international institu¬ 
tion in telflfftmmmiiHitiftiw 
By sharing information, 
developing standards, and 
adopting regulatory provisions 
that represented the common 
rules of the business, the Gene¬ 
va-based organisation played a 
unique part in the develop¬ 
ment of today’s worldwide tele¬ 
communications network. But 
now the ITU is having to adapt 
to anew and dynamically shift¬ 
ing environment 
In little more »i«n a decade 
a combination of technical, 
economic, and regulatory 
forces have swept away 
assumptions that have under¬ 
pinned the sector for more 
than a century. 

Established in an era when 
the main policy goal was in 
achieving universal telephone 
service the ITU was designed 
to serve the interests of 
national governments and 
monopoly telephone operators. 

But the accelerated trend 
towards the privatisation and 
liberalisation of markets has 
suddenly brought many new 
and competing players on to 

the telecommunications scene. 

At another level, technologi¬ 
cal convergence has eroded the 
once stable borderlines 
between broadcasting, telecom¬ 
munications and computing. 

For the ITU this has been 
further complicated by the fact 
that wealth creation and com¬ 
petitive edge are seen as depen¬ 
dent on the efficient use of 
t Wpmmmnniftfttirtt us and infor¬ 
mation technology. 

While the telecommunica¬ 
tions sector in its own right is 
already one of the largest reve¬ 
nue producers in most econo¬ 
mies. the communications 
infrastructure it provides has 
become even more important 
in ensuring the success of 
global business enterprise. 

This infrastructure is now 
being leveraged by financial, 
co mm ercial and industrial 
enterprise to organise and 
manag e business in a way that 
moves beyond tradition¬ 
al - national, political or insti¬ 
tutional The process has cre¬ 
ated serious problems of 
definition for multilateral, 
inter-governmental agencies 
such as the ITU. 

At the same time, there has 
been a growing awareness that 
telecommunications has 
become so vital for competitive 
global business that it can no 
longer be left to one body. 

In practice, failure to react 
quickly to the new environ¬ 
ment has already led organisa¬ 
tions such as the European 
Community, the Organisation 
for Economic Co-operation and 
Development, and the General 
Agreement on Tariffs and 
Trade to encroach on ITU 
activities. 

The EC, OECD and GATT 
have all called for reform of 
rru restrictions inhibiting the 
growth of value added network 
services. The global frame¬ 
work, which has emerged, 
already treats telecommunica¬ 
tions specifically in the context 
of traded goods and services. 

The ITU’s response has been 
handicapped by an unwieldy 
bureaucracy. The practice of 
achieving “consensus by 
exhaustion” among its 164-na¬ 
tion membership in marathon 
sessions has worked against 
radical change. And the union 
continues to operate under pro¬ 
cedures that are, in many 
cases, more than 50 years old. 

The controversial system for 
international accounting rates, 
whereby a negotiated sum is 
split between two telephone 
operators for each interna¬ 
tional call, is one example. A 
legacy of the did regime of 


Telecommunications capital investment 

by Public Telecommunications Operators, 1987 
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monopoly carriers, the system 
has been wtiiwgwi as p enaUs - 
ing high traffic volu me, th e 
growth in tntpina tin nal t raffic, 
and low-cost aerators. 

Rapid technological change 
has exposed the underlying 
weaknesses of the ITU’s two 
permanent stands rds-making 
bodies, the International Tele¬ 
graph and Telephon e Con sulta- 
tive Committee (CCITT) and 
the International Radio Con¬ 
sultative Committee (CCIR). 

While the convergence of 
fixed and wireless network 
technologies has led to a dupli¬ 
cation of work between the 
CCITT and CCIR. both have 
struggled under budgetary 
pressures, growth in the vol¬ 
ume of work, and the threat erf 
their role being eclipsed by 
new regional standards insti¬ 
tutes, such as the European 
Telecomm unicatio ns Standards 
Institute, the United States Tx 
Committees, and Japan’s Tele¬ 
communications Technology 
Council. 

At the same time, the devel¬ 
oping countries representing 
the vast majority of the ITU’s 

Telecommunications 
has become so vital 
it can no longer be left 
to one body 

membership have expressed 
frustration that their needs are 
not being met. They see the 
appalling gap between the 
growing sophistication of net¬ 
works of the industrialised 
world and the paucity of basic 
network resources in the devel¬ 
oping world. For such coun¬ 
tries the overriding aim is to 
secure better funding and tech¬ 
nical *»rigtgnra in establishing 
a skeleton infrastructure. 

It was against this back- 

S ound that a special 
jh-level co mmi ttee delivered 
reco mmenda tions for the Wlde- 
w*ale re f orm of the ITU earlier 
this year. Essentiall y, t hese 
r ecommen d a broad restructur¬ 
ing of the organisation into 
three new working directorates 
to deal with: 

• Standards embracing all the 
activities hith erto undertaken 
by the CCITT, plus those net¬ 
work quality issues now dealt 
with in the CCIR. 

• Radio communications 
including the current CCIR 
radio activities, plus the fre¬ 
quency spectrum allo cation 
responsibilities of the ITU's 
International Frequency Regis¬ 
tration Board. 

• Development with the inte¬ 
gration of the functions of the 
ITU’s Centre for Telecommuni¬ 
cations Development and the 
Tg jecfrnimnni rati fins Develop¬ 
ment Bureau. 

The reforms also envisage 
special new development and 
business advisory groups to 
broaden external input on rru 
activities, as well as a new 
strategic planning and policy 
unit Overall, the recommenda¬ 


tions should give Mr Pekka 
Tarjanne, ITU’s sec¬ 
retary-general, scope to effect 
the necessary cultural reforms 
within the organisation. 

Significantly, however, the 
report notes that while the ITU 
still has a leading role to play 
in facilitating inter-governmen¬ 
tal cooperation to deal with 
the broader issues of the global 
information economy and soci¬ 
ety, it can no longer be expec¬ 
ted to play the leading role 
since no jingle international 
organisation has, or effectively 
could have, that broad a man¬ 
date. 

Rather, says the report. It 
should play a stronger and 
more catalytic role in stimulat¬ 
ing and coordinating coopera¬ 
tion between the increasing 
number of regional institutions 
concerned with telecommuni¬ 
cations in the standards-mak- 
ing and radio regulation 
In field of development, the 
ITU is urged to seek to foster 
much closer ties with the pri¬ 
vate sector and specialised 
finanrfai institutions such as 
the World Bank and the Euro¬ 
pean Bank for Reconstruction 
and Development 

But white the committee’s 
recommendations In many 
■ways set a precedent for the 
future reform of other a gen cies 
within the UN multilateral sys¬ 
tem. they steered clear of by 
far the most contentious area 
of niJ activity. 

Recognising the difficulty of 
drawing a dear dividing line 
between the technical aspects 
of telecommunications and 
wider economic and trade pol¬ 
icy implications - -such as 
the need for ITU and GATT 
continue working co-opera¬ 
tively together - the commit¬ 
tee nevertheless failed to 
address the wider imputations 
erf the ITU’s regulatory func¬ 
tion, beyond simple regulation 
erf the world’s radio frequency 
spectrum. 

Specifically, as the forum for 
the world’s monopoly tele¬ 
phone operators, the ITU’s role 
in regulating tariff and supply 
conditions for international 
telecommunications services 
will become more and more 
problematic as global competi¬ 
tion intensifies. And, although 
revision of some restrictive 
ITU regulation is underway, 
the long-term involvement of 
the organisation in interna¬ 
tional regulatory affairs may 
prove untenable. 

Whether the rru can remain 
a credible force in world tele¬ 
communications will depend 
both on the determination of 
its 164 members to Bee reform 
through and, equally, on its 
future willingness to adopt the 
kind of rules and standards 
that allow for diversity, fair 
competition, innovation and 
growth at a truly global level. 

Denis Gilhooly 

CommumcatumsWeek 

International 


Another vehicle for financ¬ 
ing has been the world's stock 
exchanges, where the privati¬ 
sations of BT and NTT were 
transacted. 

World telecommunications 
investment has historically 
fallen short — particularly in 
the developing nations where 
it is needed most 

In addition to privatisation, 
that investment comes in the 
form of project loans from the 
World Bank and other multilat¬ 
eral and bilateral lending insti¬ 
tutions, flnanm'gi packag es tied 
to multi-million dollar equip¬ 
ment sales and tbe telephone 
company’s own revenue 

stream. 

Some $26bn should be 
invested annually throughout 
the 1990s to reduce the gap 
between supply and demand in 
developing nations, according 
to tbe International Telecom¬ 
munication Union. Only £ 12 bn 
is being invested. 

in such an environment, 
many governments in develop¬ 
ing nations will find it diffic ult 
to attract investors. For the 
most part, the state-run tele¬ 
phone bureaucracies in devel¬ 
oping nations are overstaffed, 
under-managed, subject to gov¬ 
ernment interference and 
chronically short of investment 
capitaL 

The networks they run 
reflect their organisational and 
national shortco min gs, in 
Africa’s poorest nations, for 
example, fewer than one in 
1000 individuals bas a tele¬ 
phone. 

Only 31 per cent of the local 
calls placed in Indonesia are 
received. More than 2m poten¬ 
tial customers are on the 
waiting list for telephone ser¬ 
vice In Poland. 

Government officials in 
developing regions have 
accepted that they must 
streamline their organisation 
and increase investment in 


their telecommunications 
infrastructure as a m eans of 
improving their overall econ¬ 
omy. 

But the decision to privatise 
often comes at the end of a 
political battle. Residual public 
relations, labour anrf manage¬ 
ment issues can complicate the 
effort to run the company effi¬ 
ciently. 

The risks and compensations 
are exemplified by the privati¬ 
sation of Pakistan Telecom 
Corp. Potentially problematic 
condition s outlined in the pri¬ 
vatisation document include: 
adherence to the antiquated 
Pakistan Telegraph Act of 1886; 
a reference to the Pakistani 
law offering compe n s a t ion in 
case of re-nationalisation: gov¬ 
ernment control of pricing; and 
obligations to abide by tbe 
country’s rigid labour laws. 

On the plus aide, potential 
buyers are promised majority 
control, a 3-year tax holiday 
and 7-year monopoly and 

It is estimated another 
25 telephone 
companies will be 
targeted for 
privatisation by 1995 

import exemptions. 

Telephone companies in 
advanced nations carry their 
own risks. In New Zealand, for 
example, tbe amonnt of market 
competition introduced with 
the privatisation of Telecom 
Corp. of New Zealand has 
caused concern about Telecom 
Corp’s profitability. In Japan, 
the share price of NTT has 
plummeted from a high of 
about $21,000 in late 1988 to 
about $5,780 - again in the 
face of competition. 

Tbe seven-year-old privatisa¬ 
tion of British Telecom faced a 
threat <rf another sort: inten¬ 
tions to re-natfonalise the com¬ 


pany were periodically pro¬ 
nounced by the opposition 
Labour Party until as recently 
as August 

But the rewards of investing 
can also be high. Well-run tele¬ 
phone companies provide high 
returns on investment. With 
an adequate structure for tele¬ 
phone tariffs, investments 
often yield an annual return of 
15 per cent or more, according 
to the World Bank. 

For some companies, such as 
Spain's Telefonica, overseas 
investments can be part of a 
larger strategic mission to 
cement economic ties in coun¬ 
tries with common languages 
and cultures. 

Investing overseas can also 
provide growth opportunities 
for telephone companies whose 
markets are slowing down. The 
less developed a national net¬ 
work. the greater its growth 
potential. 

Despite the opportunities, 
many potential investors are 
eschewing the expensive pur¬ 
chase and overhaul of existing 
telephone companies and net¬ 
works. 

Instead, they seek licenses to 
build new cellular systems, 
high-speed networks serving 
urban business communities, 
private satellite networks, pag¬ 
ing systems and new 
long-distance networks unking 
cities. 

Such liwuminp and franchis¬ 
ing. in addition to providing 
investors with a less expensive 
entry into a nation's telecom¬ 
munications market, win also 
be more politically acceptable 
to a nations' establishment, 
trade unions and voters. 

They can also protect 
national governments from the 
investor’s shortcomings. 

While it is too soon to tell 
how well private investment is 
working in developing nations, 
some World Bank officials are 
expressing concern about early 


Pre-1991 


Country 

Canada 

Chile 

Hong Kong 

Japan 

Spain 

UK 

US 


Argentina 
Mexico 
New Zealand 

Cote d'Ivoire 
Hungary 
Malaysia 
Puerto Rico 
Singapore 
South Korea 
Uruguay 
Venezuela 

Colombia 
Israel 
Kenya 
Netherlands 
Nigeria 
Portugal (TLP) 
Saudi Arabia 
South Africa 

Australia 

Belgium 

Brazil 

Czechoslovakia 

Denmark 

Ireland 

Poland 

Turkey 

Germany 

Portugal (CTT) 


Access Ones (000) 

13,955 

625 

2,191 

51,127 

10,972 

24,400 

129.709 

232^79 
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indications. 

One case has brought into 
question the stability of new 
ownership arrangements. Bond 
Corporation Internationa sold 
its 50^ per cent stake in Com- 
pania de Telefonos de Chile SA 
only two years after its pur¬ 
chase. Tbe price Bond secured 
from Telefonica - $391m, up 
from the 1988 purchase price of 
$267m - has caused the World 
Bank to worr y about telecoms 
privatisation becoming too 
speculative. 

In other cases, tbe foreign 
telecommunication company’s 
commitment to manage the 
local telephone company's 


turnaround has been called 
into question - especially 
when the foreign operator has 
only a minority stoke in the 
project, but overall responsibil¬ 
ity for project management 
In these and other inBtances 
— from Chile to the UK — the 
potential and pitfalls of privati¬ 
sation will only become dear 
within five years or more, as 
the proliferating breed of pri¬ 
vate telephone companies per¬ 
form in the marketplace. 

Karen Lynch 

CommunkatiansWeek 

International 



Unisys makes it possible to call up 
new markets in any language. 


Telecommunications suppliers depend on their 
ability to execute millions of transactions second 
by second. So they need to woik with a computer 
company that is second to none. 

A computer company that, like themselves, 
operates globally providing reliable, high volume 
network services on five continents. 

For more than 25 years, we have helped many 
companies track the complex cabling that connects 


customers to telecommunications networks. Today 
we are providing systems to develop enhanced 
services like voice messaging and fax mail, as well 
as emergency call capability. 

Major European telecommunications networks 
in Germany, the Netherlands, Sweden, the 
United Kingdom and Spain use Unisys computers 
to keep them at the leading edge of the market. 
Throughout the world, our customers include 


telephone companies in Korea, Singapore, Hong Kong, 
Puerto Rico, Costa Rica, Colombia and the USA. 

To hear more, just call Unisys. You’ll learn why 
so many organisations rely on Unisys people in over 
100 countries to help them stay well-connected. 

01W1 Vniw Grorane*. Uteri n a legfeizied trwkrort tl Unsp CupootUs 


UNISYS 


We make it happen. 
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Profile: PANAMSAT 


The sky’s the limit for an independent 


AFTER many years of what 
was almost a one-man cam¬ 
paign to break the interna¬ 
tional satellite moaopoly, Mr 
Rene Anselmo. through his 
telecommunications company 
PanAmSat, has won a victory 
which he hopes will pave the 
way for important changes. 

Mr Anselmo, an entrepre¬ 
neur who made about SlOOm in 
the Spanish language televi¬ 
sion network, founded PanAm¬ 
Sat in 1984. 

Before PanAmSat launched 
its satellite in 1988, using $85m 
of Mr Anselmo’s own money, 
Intelsat was the only provider 
of long-haul International sat¬ 
ellite telecommunications in 
the US. 

PanAmSat is still the only 
independent international sat¬ 
ellite operator to have 
launched its system, although 
others plan to follow suit. 

From the birth of the satel¬ 
lite age in the 1960s, Intelsat 
has had a stranglehold on the 
telephone-switching network. 

Intelsat, founded in 1965, is a 
user-owned co-operative 
involving L19 nations. In the 
US, consumers get access to 
Intelsat only through Comsat, 
which receives a fee for its 
linking services. Comsat has 
the sole right of access to Intel¬ 
sat and Intelsat’s monopoly is 
protected by regulations which 
prohibit separate systems from 


carrying public switched traf¬ 
fic. Mr Anselmo says: “The 
monopoly was set up in the 
1960s so that the free world 
would have communications 
systems, bat it should have 
had a five-year life span.” 

There are not many satellite 
systems mandated to carry 
public switched traffic and 
these are typically backed by 
PTOs or their governments. 
Examples include the Inter- 
sputnik satellite system 
between the Soviet Union and 
other countries, and Arab sat in 
the Middle East. 

PanAmSat has steadily bat¬ 
tled the regulations which give 
Intelsat dominance in the 
international market for satel¬ 
lite telephone calls and 
switched-data transfers. 

PanAmSat argues that it is 
imfalr that telephone compa¬ 
nies are allowed to compete 
with Intelsat for public and pri¬ 
vate switched traffic carried on 
fibre-optic cable under the 
ocean, but PanAmSat is pre¬ 
vented from doing the same 
using Its satellite. 

Mr Anselmo says that his 
goal Is to on ravel Intelsat's 
monopoly so that Intelsat acts 
as any other private company 
in a competitive world. “There 
is no other trade association in 
history that has sat down and 
made rales that everyone must 
abide by,” he said. 


PanAmSat is allowed to 
transmit private business traf¬ 
fic through its satellite, bnt 
freer access to public network 
traffic would significantly 
increase its earning potential. 
Last year public traffic contrib¬ 
uted about 65 per cent of Intel¬ 
sat's {498.6m revenues. 

According to the company. 
PanAmSat offers a number of 
services not provided by Intel¬ 
sat. 

For example, PanAmSat cus¬ 
tomers manage and operate 
their transponders, designing 
and operating their own satel¬ 
lite networks, which gives 


transmit pictures from 
far-flung bureaux, and busi¬ 
nesses such as General Elec¬ 
tric, which uses the system to 
link its world-wide operations. 

In 1990, the company earned 
more than $600,000 on revenues 
of $16.7m. This year, profits 
were bolstered by the Gulf cri¬ 
sis, which helped the company 
turn in first quarter earnings 
of $5m against a loss of $1.3m a 
year earlier, on revenues 
which grew fonr-fold to 89.1m. 

Mr Anselmo’s fighting spirit 
sets the tone of his company. 
Described by his own company 
as a maverick, Mr Anselmo, 65, 


On this page and the next page FT writers 
investigate new players on the interna¬ 
tional telecommunications scene — from 
the US, Hong Kong and Sweden 


them control of both the 
ground and space segment 
Furthermore, the company 
says its signal is stronger than 
Intelsat's in Tatin America and 
may be received directly using 
on-premise earth stations, 
which help customers avoid 
the substantial charges levied 
by local PTT for down-linking 
the Intelsat signal 
The company has a growing 
base of consumers such as 
CNN, which uses PanAmSat to 


has had a colourful past. 

His curriculum vitae 
includes joining the Marine 
Corps at the age of 16 and serv¬ 
ing as a tail gunner in the Sec¬ 
ond World War in the South 
Pacific. Mr Anselmo also holds 
a degree in theatre and litera¬ 
ture from the University of 
Chicago. 

The company is appealing 
against a ruling in the Sl^bn 
anti-trust lawsuit It brought 
against Comsat. 


PanAmSat alleges that 
Comsat attempted to limit 
competition in the market for 
satellite transmissions. A deci¬ 
sion on the appeal is expected 
later this year. 

In April PanAmSat won the 
right to carry voice and data 
traffic inter-connected with the 
public-switched network, bat 
only for 100 64-kilobit-per-sec- 
ond circuits. 

The Dominican Republic has 
already ordered 24 of these on 
behalf of Tricorn, a Santo 
Domingo-based private commu¬ 
nications company. 

Tricorn uses PanAmSat to 
provide switched and private- 
line voice services, as well as 
an 80G-type service, from the 
US to the Dominican Republic. 

Mr Anselmo views this ini¬ 
tial victory as little more than 
a public relations exercise. 
“They are operating 20,0000 cir¬ 
cuits. Why should there be a 
limitation? One hundred lines 
will bring in about Sim a 
year." 

Furthermore, PanAmSat is 
limited to providing this ser¬ 
vice only between its US base 
and the Caribbean or eastern 
Europe. 

Mr Anselmo wifi continue to 
lobby Congress for more com¬ 
plete, worldwide competitive 
rights. “We are fast, we have 
better technical quality and 
better service at a lower cost 


Only regulations stand in our 
way.” 

In the meantime the com¬ 
pany is forging ahead with its 
expansion plans. Mr Anselmo 
recently created Alpha Lyra- 
com Space Communications to 
expand his operations. 

The PanAmSat satellite now 
links North America, South 
America and Europe. In 
August the company signed a 
$30Qm contract with Hughes 
Aircraft to make three satel¬ 
lites for PanAmSafs interna¬ 
tional services. 

Hughes Communications 
operates satellite services in 
the US and Japan. As part of 
the deal the two companies 
plan to direct traffic to each 
other. 

Hughes win build three sat¬ 
ellites for PanAmSat which 
will be positioned over the 
Atlantic, Pacific and Indian 
oceans In 1994. 

PanAmSat is lining up about 
$600m to cover manufacturing, 
launching insuring the sat¬ 
ellites. Hughes wifi also con¬ 
tribute money to the project 

If Mr Anselmo does succeed 
in bringing down the regula¬ 
tory walls, consumers are 
likely to benefit, with 
increased competition bringing 
down prices of international 

lnn g - dighmrp rails 

Karen Zagor 
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Why more than 3,000 
multinational companies chose us 
as their gateway to success... 

‘Citibank chose Singapore as its telecommunications hub for the Asia Pacific region because of its 
extremely good telecommunications infrastructure. Mr Malcolm Hamer, Vice President, Asia Pacific Telecommunications, 

Citibank, NJL 

Having our Operational Headquarters in Singapore requires us to keep in touch with our global 
operations around-the-clock. Singapore Telecom offers us cost-effective, reliable and most modern 

telecommunications services.” Mr Noriyuki Hiramoto, Director, Information Communication System Center, 

Asia Matsushita Electric (S) Pte Ltd 

In many parts of Asia, foreign companies cannot get the services they are used to getting back home. 
But Singapore’s workforce is well trained, well motivated and English-speaking. As the leading world 
news and information provider our demands are high, but Singapore Telecom works to provide us with 
what we need as a critical part of Reuters international network.” Mr Philip Melchior. Managing Director. 

Reuters Singapore 
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ProfileM<JNNE\QI<^ 

A David and 
Goliath battle 


KINNEVIK is waging a 
David-and-Goliath struggle 
against Sweden's national tele¬ 
communications agency. Telev- 
erket, in trying to capture a 
large share of telecommunica¬ 
tion services in the Nordic 
country. The fight is ranging 
from mobile telephone net¬ 
works to satellite and land- 
based systems. 

Bnt the battle to deregulate 
services has placed increased 
finanrinl pressure on Kinnevik 
at a time when other competi¬ 
tors are entering the Swedish 
telecommunications market 
Kinnevik was an investment 
group with industrial holdings 
when it decided in 1981 to 
enter telecommunications. It 
established Comvik, which 
became the only private com¬ 
petitor against Sweden's first 
national cellular telephone net¬ 
work, the analog NMT-450 sys¬ 
tem, controlled by Televerket 
Comvik’s early hopes of 
becoming profitable were dis¬ 
appointed. It was awarded only 
50 frequencies, which pre¬ 
vented Comvik from expanding 


as demand grew. Comvik has 
only 18,000 subscribers com¬ 
pared with the estimated 
600,000 subscribers using the 
NMT-450 system and the newer 
NMT-900 network. 

Comvik has only become 
profitable recently, according 
to Anders Bohlin, Kinnevik 
vice-president Bnt its experi¬ 
ence In competing against 
NMT did provide a solid foun¬ 
dation for its entry into the 
new GSM-standard digltial 
mobile telephone network, he 
adds. This European-wide sys¬ 
tem has greater frequency 
capacity and will not place 
technical limits on Comvik’s 
expansion as the earlier analog 
system did. 

The Comvik GSM subsidiary 
originally believed it would be 
the only private operator in the 
Swedish GSM mar ket, making 
it Televerket's sole competitor. 
It predicted it would gain at 
least a 15 per cent share of 
GSM sector by 199L 

But last autumn another 
GSM licence was awarded to 
Continued on next page 
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Singapore Telecom 

Call in- We connect 


Teteverket 
RTF 
SIP 
KOD 
BCTel 
Telaeom Australia 
NT A 
P&T Finland 



□ I would like more information on Singapore Telecom. 

□ l will be attending TELECOM '91 in Geneva and would 
like a guided tour of the Singapore Telecom booth 

(Booth 2.521, Hall 2) on_ 

(date and time) 


Name:_ 

Designation:_ 

Company Address:. 
Telephone: ______ 


2% 4% 6% 


Send to: Manager (Promotion), 31 Exeter Road. #24-00 Comcentre, Singapore 0923. Or fax to: (65) 2351650. 









































































Sjt ‘/jt 

May 


ii^EVIK 


*W and 

I battle 



str \*J!*r 

*« £r.V_, 

flifc- r,*-~ 
tfV ~-:r. 

^ i 

ny* 1 

►v* ■.*. ’■» 

. »t ■;• ■.*- 

a± r. 

&& • 

i«>'. •■.• 

*iv ••■ ' • 
w ■ r 

m *£i ■-?"•■ 

#_ •: 

fft- •!:'’• 
iV'i. 


j ««n 

:*r : . f=i* 
:u sa fc 

: ;- v -iaag5^ 

-Vv v:.;r?®fe 

r~:--■'■$£?? Spa 
— -•“••— 

- - jJttE.ltfcr* 



. ■ " ■ c~- 

■:*:: 25 ; 

—- iks 

.: ...'. -ii -rris: 


FINANCIAL TIMES MONDAY OCTOBER 7 199 \ 


WORLD TELECOMMUNICATIONS 5 


HfXftfTy S05?S 


Consumed from previous page 
NonticTeL which Is owned by* 
consortium of Swedish compa¬ 
nies, including the vehicle 
group Volvo, the high-techno*, 
ogy concern Pharos, the In vest¬ 
ment company Custodia 
the airline SAS. Analysts 
believe the Swedish GSM mar¬ 
ket may not be able to support 
throe operators. 

. Moreover, Comvik GSM 
faces huge Investment costs erf 
SKrl^bn (5243m) over the next 
decade compared with the 
SKr250m Comvik' spent in 
developing its analog network. 
Comvik GSM recently 
announced it was seeking a 
partner in the venture to share 
the cost Speculation about a 
possible partner has focused on 
Cable A Wireless of the UK, 
which already owns 40 per cent 
of another Kinnevik telecom¬ 
munications venture, Tele2. 

Tele2 is an ambitious effort 
to challenge Televerket in 
other rectors of the telecommu¬ 
nications market besides 
mobile telephones. Tele2, 
which will start ma autumn, 
signed a 25-year agreement to 
use flbr&optic cable networks 
that have been laid alongside 
Sweden's * n at n railway Ones. 

The new network will be 
aimed initially at business cus¬ 
tomers. Services provided will 
include dpta co mmu ni c a tion s, 
domestic and international 
phone calls, and telefax and 
video conference Hnfca. 

Tele2 will also operate pri¬ 
vate digital networks between 
corporate offices. Annual 
investment is expected to 
amount to SKrlOOm over the 
next decade. 

Tele2 grew out of Comvik 
Skyport. which obtained a 
licence in 1968 to operate satel¬ 
lite-based telecommunications 
traffic between Sweden and 
North America. Its customers 
include Volvo. Comvik Skyport 
has now been absorbed Into 
Tele^s activities. 

Tele2 is aiming to capture 
between 6 per cent and B per 
cent of the Swedish telacommi- 
cations market But predicted 
sales of SKrlbn by the end of 
the century will still be insig¬ 
nificant compared with that of 
Televerket, which had a turn¬ 
over of SKrSlbn in 1990. 

Mr David Johannesson, the 
Kinnevik president, has 
accused Televerket of blocking . 
Tele2 from extending its ser¬ 
vice to households. He charges 
that the state agency la 
demanding a prohibitively 
high fee for the rental of the 
Televerket-owned network con¬ 
necting private residences. 
Another Kinnevik subsidiary, 
3C Communications, offers a 
credit c ar d p ay ment system fig 
telephones. 



Payphones in ths Queen Elizabeth H Conference Centra 


Kinnevik also recently 
merged its foreign mobile tele¬ 
phone company Comvik Inter¬ 
national with US-based Milk- 
com to form Millicom 
International Cellular. Both 
Kinnevik and Millicom are con¬ 
trolled by Mr Jan Stenbeck. the 
Swedish financier. 

MIC claims to be the world's 
biggest operator of mobile tele¬ 
phone systems in terms of the 
number of licences with a pres¬ 
ence in 15 countries, although 
most are in the underdevel¬ 
oped world. 

Its activities stretch from 
Latin America (Chile, Bolivia, 
Mexico, Costa Rica and Gua¬ 
temala) to Asia (Sri Lanka, 

Tele2 Is an effort fo 
challenge Televerket 
in other sectors of the 
market besides mobile 
telephones 

Mauritius, Pakistan and the 

Philippines). 

These operations are estab¬ 
lished with local partners arid 
MIC usually has a minority 
stake. 

Millicom last year sold its 
base of UK cellular subscribers 
to the Hong Kong group Hutch¬ 
ison for £29fen. 

MIC this summer also sold 
its 49J3 per cent stake in the 
Hong Kong mobile telephone 
service Pacific Link for 5150m 
to First Pacific. 

MIC, however, has suffered 


other setbacks in expanding its 
European operations. 

It lost a bid with other part¬ 
ners for the German mobile 
telephone licence, which was 
won by a consortium led by 
Mannesmann, the diversified 
steel tubes group. A bid for the 
Danish franchise also failed. 

"We still have a good chance 
in winning the licence to 
compete against the 
Norwegian Televerket in the 
cellular market there and we 
are continually searching for 
other good opportunitiessays 
Mr B oldin. 

Inves tment s in building up 
its telecommunications empire 
have placed financial pressure 
on Kinnevik when it is also 
embarking on several other 
costly ventures, including 
possibly winning the franchise 
to operate Sweden’s first 
national commercial TV 

channel 

Mr Stenberg recently 
announced ♦hafr haw of Min is 
for sale. The new shareholder 
in MIC would gain partial 
control of the Swedish 
telecommunications operations 
since MIC also owns 20 per 
cent of the GSM network. 

Although the sale would 
raise new capital for Kinnevik, 
it is also believed to be part of 
its long-term strategy of 
returning to the company's 
original role of being an 
Investment group with key 
stakes in various ventures. 

John Burton 


Profile: HUTCHISON TELECOM 


Brash youngster is aiming high 


IT BEGAN with a meeting 
between one of Asia's richest 
tycoons and a Canadian entre¬ 
preneur who could not even 
afford a suit Six years later it 
is one of the most important 
new players in mobile tele¬ 
communications. 

Hutchison Telecom, a subsid¬ 
iary of Mr Li Ka-shing's Hutch¬ 
ison Whampoa conglomerate, 
was founded in 1985 under the 
guidance of Mr Rick Siemens. 
Mr Siemens, a one-time piano 
salesman, convinced Mr Li that 
telecommunications would 
become a rapid growth indus¬ 
try as Hong Kong deregulated 
its domestic mobile telecom¬ 
munications and date services 
in the mid-1980s. 

With Mr Li supplying the 
finance, the company moved 
aggressively Into the Hong 
Kong paging and cellular 
phone markets and quickly 
dominated them. Success was 
due to intensive marketing — 
compared to the more conser¬ 
vative approach of the colony’s 
monopoly wireline supplier 
Hongkong Telecom - and the 
vision that mobth* communica¬ 
tions satisfied Hong Kong’s 
twin crazes for doing business 
and acquiring status symbols. 

It then entered Australia, 
Thailand, Taiwan and the UK. 
In July the UK subsidiary 
Hutchison Telecom (UK) com¬ 
pleted a string of acquisitions 


catchline of offering "global 
personal cn miminir»artnnc , * [ so 
“people are able to communi¬ 
cate with each other wherever 
and whenever they want”. 

Depending on each market, 
Hutchison Telecom will either 
go In alone or look for local 
partners “who think like we 
do", Mr Si e me n s said. He does 
not mind being a minority 
shareholder in some countries, 
but Mr Siemens believes all 
consortia need one driving 
partner to be a success. 

Back in Hong Kong; Hutchi¬ 
son Telecom is seen as brash 
yet obviously successful. It 
approaches telecommunica¬ 
tions from a marketing an g l e 
and relies on service and cus¬ 
tomer satisfaction. “Once we 
get a customer, we keep him,” 
Mr Siemens »nd 

Hutchison Telecom operates 
five customer service centres 
in Hong Kong which handle 
ceflular phone custome r s’ prob¬ 
lems seven days a week. The 
Hong Kong paging service 
employs 2,000 operators to deal 
with its 300,000 subscribers. 
Employing this many opera¬ 
tors obviously Increases the 
cost of the service, but the 
company boasts that rails are 
usually answered in one sec¬ 
ond and people in Asia prefer 
talking to people rather than 

man'll hunt 

Mr Siemens, who comes 


The company moved aggressively Into the 
Hong Kong paging and cellular phone markets 
and quickly dominated them 


when it bought Microtel Com¬ 
munications, a Personal Com¬ 
munications Network (PCN) 
licence holder, from British 
Aerospace. In return. British 
Aerospace became a 30 per 
cent shareholder in Hutchison 
Telecom (UK). 

These are just the opening 
glimpses of Mr Siemens’s 
foal ambitions. By the end of 
i decade he wants to be in 
20-30 countries in Asia and 
Europe, offering a frill range of 
mobile services from radlopag¬ 
ing to PCN and digital cellular 
phones. 

The company has just 
announced its entry into the 
German rriimar phone market 
by taking a majority share¬ 
holding in ABC Telekom. This 
is the latest step towards ful¬ 
filling Hutchison Telecom's 


from a business rather than a 
technical background, stresses 
the need for technology to be 
“transparent”. Businessmen 
should not have to read a man¬ 
ual before nafwg trigmmmnnl. 

cations equipment The com¬ 
pany does no research and 
development but it passes on 
feedback from customers to its 
suppliers like Motorola to 
Improve product design and 
features. 

The company’s management 
style and s truct ur e are very 
different to those found in tele¬ 
communications monopolies. 
Hutchison Telecom has no for¬ 
mal training programme. 
“Most people are on their own 
training paths," according to 
Betsy fibang , group communi¬ 
cations manager. 

Business development is 



Rick Si em ens, Hutchison's managing cBraetor: "Once we get e customer, we keep him" 


of Hutchison Telecom's sister 
company Hutchvision of broad¬ 
casting to Malaysia on tire Asi- 
aSat 1 s a tel l ite . 

Ms Chang said Hutchison 
Telecom will concentrate on 
Europe first, but hopes Asia 
will start deregulating. "We 
are poised for it when Asia 
does start to open up." 

Not everyone is convinced 
by Mr Siemens's ambitions. 
The Hong Kong stock market 
has marked down shares In 
Hutchison Whampoa this year 
because Hutchison Telecom’s 
investment plans are so large. 
The company is cnmmtttpd to 
spending about EflOOm 
(USSL4bn) on PCN alone as it 
develops the system In the UK. 
Other plans, such as the 
launch of Telepoint in the UK 
later this year, are also viewed 
with scepticism given the luke¬ 
warm reaction to earlier Tele¬ 
point launches. 

But Hutchison Telecom 
brashes off the criticisms. It 
says it will transplant its con¬ 
cepts of service and manage¬ 
ment, developed in Hong Kang, 
to the UK. It also claims to be 
unfazed by news that Mercury 
Personal fi ommunimtfons an d 
UniteL the other licence hold¬ 
ers for PCN, are to co-operate 
in the building and operation 
of a PCN network. “Maybe 
linking np will save them 
money, but maybe it will mean 
more management headaches,” 
Ms Chang said. 



A Hutchison subscriber ouMde too Hongkong Bank 


overseen by a six-man team. 
mainly whiwrtwl frj the US, but 

with backgrounds hw-iwnwg qq 
exploration and computers as 
well as telecommunications. 
Other executives have more 
colourful pasts, hKflnrfing one 
who was an Australian Rules 
footballer. 

With the exception of liberal¬ 
ised markets Hire the UK, the 
main barrier to development is 
government reluctance to 
expose their telecommunica¬ 
tions monopolies to new com¬ 
petition. 


However, Hutchison Tele¬ 
com says it enhances rather 
than preempts existing wire- 
line services. It also claims to 
be sensitive to local market 
conditions. 

The company has estab¬ 
lished paging operations in 
Thailand and Malaysia. But 
Asia will be slower to invite 
competition than Europe. As 
one pointer to potential pit- 
fells, the Malaysian govern¬ 
ment earlier this year refused 
to allow satellite broadcasting, 
thereby frustrating the hopes 


Angus Foster 
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Regulation has failed to keep pace with technological change 

Science outruns watchdogs 


INCREASING liberalisation is 
forcing changes to the regula¬ 
tory framework of the world 
telecommunications industry. 

It took ISO years for telecom¬ 
munications to progress from 
the telegraph and the tele¬ 
phone to the dozen or so ser¬ 
vices available by the early 
1980s. But in the past decade, 
technological advances have 
led to explosive growth and the 
multiplication of services. 

Telephone companies have 
found it particularly difficult to 
cope with these developments. 
Traditional divisions have 
become obsolete: between 
voice, data and video, between 
public and private, between 
wireless and wireline, and 
between national and interna¬ 
tional services. At the same 
Hmp | tha ability to bypass tha 
public network has introduced 
additional competitive pres¬ 
sures. 

The policy debate is no lon¬ 
ger only about monopoly ver¬ 
sus competition, but about who 
shall have market access, to 
what degree and under what 
rales. 

Unfortunately regulation has 
failed to keep pace with tech¬ 
nological change, not only in 
the most restrictive but also in 
the most liberal regimes. At 
nartnnai , regional and interna¬ 
tional levels, the industry is 
struggling with structural 
reform. 

Nevertheless, some trends 
have become apparent the tra¬ 
ditional view of telecommuni¬ 
cations as a natural monopoly 
has been found to be unsus¬ 
tainable; liberalisation has 
brought competition; policy¬ 
making bag been incnftHsfnjfty 
separated from the operating 
function, where they were once 
both handled by the natio nal 
telecommunications adminis¬ 
trations. 

Specific measures have 
included deregulation of the 
supply of equipment to sub¬ 
scribers, an opening of 
national procurement policies, 
liberalisation of value added 
services, encouragement of 
competition in mobile tele¬ 
phony and satellite services, 
and, in some markets, competi¬ 


tion in basic networks and 
long-distance services. Also 
under consideration in some 
markets is local competition 
via cable television or radio 
access. 

There are parallel moves 
towards privatising national 
telephone companies in some 
countries, opening closed mar¬ 
kets to investors. 

However, the rate of change 
can be overstated. Even those 
value-added service or mobile 
communication markets 
opened to competition are 
heavily regulated. 

More intractable problems 
have to be addressed, for exam¬ 
ple tariff reform, and revision 
of the monopoly on voice com¬ 
munications — which accounts 
for more than 90 per cent of 

The Industry Is 
struggling with 
structural reform 


the revenues and often 100 per 
cent of the profits of the tele¬ 
phone operators. Controls on 
foreign ownership persist in 
many countries. 

Regulation has proved to be 
a moving target once the deci¬ 
sion to liberalise has been 
taken. In most cases, govern¬ 
ments have found they must 
re-regulate to prevent the dom¬ 
inant carrier abusing its 
monopoly. 

This involves guidance on 
rebalancing tariff structures 
and optional fan-iff packages, as 
well as the level of price cap 
regulation. 

Above all, it relates to the 
issue of interconnectionwhich 
embraces equal access to the 
dominant carrier’s network, 
access charges, allocation of 
numbers, quality of service 
and performance. 

hztercannectian has become 
significant in determtatag the 
success of competitive net¬ 
works in the UK, US and 
Japan. Increasingly, it will lay 
the foundation for competition 
policy during the 1990s. 

But if the more conservative 
countries are holding back, 
pressure for reform is building 


elsewhere. 

The European Commission 
has passed tough guidelines 
intended to curtail restrictive 
practices by dominant suppli¬ 
ers. Radical change could come 
as early as the second half of 
next year when the Commis¬ 
sion decides whether to abolish 
the voice telephony and net¬ 
work infrastructure monopo¬ 
lies of member states - a 
trend already being helped by 
the liberalisation of mobile and 
satellite communications. 

In some states, developments 
are In advance of the 1992 
review. In the UK, the process 
of abolishing the BT and Mer¬ 
cury duopoly has cre ate d per¬ 
haps the most liberal regime in 
the world. 

In Germany the need to 
upgrade infrastructure for the 
eastern part has relaxed the 
voice monopoly on two-way 
satellite communications, 
while a second mobile cellular 
operator has been given per¬ 
mission to build its own 
national microwave network. 
A study by the German monop¬ 
olies commission has recom¬ 
mended licensing 
competitors to Deutsche 
Bundespost Telekom, citing 
German Railways and utility 
companies as potential compet¬ 
itors. 

Meanwhile, Australia, New 
Zealand and Sweden have 
joined the US, UK and Japan in 
introducing liberalisation. 

In Japan, the Ministry of 

Posts nwi ' Mwnmmuniwiti i ww 

has started a long-term 
restructuring of Nippon Tele¬ 
graph and Telephone along 
business tfnog while increas¬ 
ing mobile and satellite compe¬ 
tition. 

In the US, deregulation and 
the break-up of AT&T in the 
early 1980s were instrumental 
in inspiring competition out¬ 
side North America Progress 
haa continued with the lifting 
this year of restrictions on the 
regional Bell operating compa¬ 
nies in providing information 
services, as well as a review of 
AT&T’s dominant carrier sta¬ 
tus. 

The US Federal Communica¬ 
tions Commission has also 


pushed for reform of interna¬ 
tional accounting rates. This is 
the system used by telephone 
companies to share revenue on 
international calls, and is 
believed to penalise countries 
where competition and market 
opening have generated most 
growth in telecommunications 
usage. 

The logical next step will be 
to obtain permission for global 
carriers to offer subscriber-to- 
subscrxber service across fron¬ 
tiers to meet the needs of 
global customers - a develop¬ 
ment that will be facilitated by 
the opening of the interna¬ 
tional market for resale of 
capacity, most likely first 
between the UK and US. 

One issue outstanding on the 
regulatory agenda Is revision 
of the International Telecom¬ 
munications Satellite Organisa¬ 
tion (IntelSat) charter to allow 
competition from entrants 
such as Orion and PanAmSat 

Further ahead, liberalisation, 
privatisation, and promotion of 

ies increase. 

Both developed and developing 
countries will probably con¬ 
tinue to reject total monopo¬ 
lies. Those countries that fell 
to move with the times will 
miss out on the telecommuni¬ 
cations revolution. 

In fact, that revolution may 
have only just begun. In con¬ 
trast to today’s network archi¬ 
tectures - which do not lend 
themselves to competition, and 
where problems have been 
experienced in interconnecting 
competing operators - each of 
the new fibre-optic, radio 
access and software-based 
intelligent network technolo¬ 
gies has the potential to be 
configured for competition at 
an early stage. 

In the absence of a definitive 
or stable regulatory model, this 
could mean greater dismantl¬ 
ing of monopoly structures and 
arrangements by the end of the 
1990s, a shift from regulation 
to full-blown competition. 

Denis Gilhooly 

ComrmmicationsWeek Interna¬ 
tional 


SIR Bryan Carsberg and bis 
staff at the UK’s Office of Tele¬ 
communications (Oftel) are 
often asked by their foreign 
counterparts about their expe¬ 
rience as regulators. The UK 
was the first country in Europe 
to introduce competition in 
telecommunications, and Oftel 
has already dealt with several 
of the competitive issues that 
other countries are only now 
beginning to faciei p 

But while Oftel has come to 
terms with many erf the prob¬ 
lems faced by regulators, its 
work Is Ear from over. While 
Sir Bryan could answer ques¬ 
tions from overseas regulators 
about the setting of the BT 
price cap, or the setting up of a 
rival BT, he would be hard 
pushed to answer some of the 
fundamental questions about 
regulation. For example, does 
regulation get easier over time, 
and how long it will take for 
market forces to take over the 
work of the regulator? 

Surprisingly, recent months 
have demonstrated that regula¬ 
tion becomes more complicated 
over time, and there is no early 
prospect of the market taking 
over from Oftel 
The days when Oftel's only 
significant task was to estab¬ 
lish a series of interconnection 
agreements between Mercury 
and BT have gone. This sum¬ 
mer, Oftel and the Department 
of Trade and Industry put the 
finishing touches to a review of 
the UK telecommunications 
sector, and opened the doors to 
newcomers. The next few years 
will see cable television compa¬ 
nies, satellite operators, per¬ 
sonal communications network 
(PCN) operators and new local 
and long-distance operators - 
as well as Mercury - knocking 
on Sir Bryan’s door to ask for a 
fair deal with BT. 


Profile: OFTEL 

A difficult 
balancing act 

if this prospect alone is not 
daunting enough. Sir Bryan 
win be expected to assist with 
prime minister Mr John 
Major’s Citizen’s Charter, 
which aims to bring a fair deal 
and compensation to the con¬ 
sumer. Finally, in ca se Oftel 
thought it was getting away 
lightly, it will be expected to 
vet requests to the DTI for 
licences to build and operate 
telephone networks. 

If it were simply a question 
of making the market attrac¬ 
tive enough to persuade new 
companies to enter the market, 

Oftel's work would be straight¬ 
forward. But the interests of 
new companies are directly 
opposed to those of BT. If BT 
were still a state-owned 
monopoly, Oftel and the DTI 
could impose their will; but BT 
is a private company whose 
management has a duty to its 
sharehold e rs to get a good deal 
from the regulator. BT would 
not think twice about taking 
legal action against the regula¬ 
tor if it thought it had some¬ 
thing to gain 

All this leaves Sir Bryan 
with a delicate balancing act 
The duopoly review allowed 
him to carry out his preferred 
policy of paving the way for 
new operators, but the threat 
of a reference to the Monopo¬ 
lies and Mergers Co mmissio n 
by BT prevented him from 
moving the goalposts too far. 



Carsberg: delicate task 

His difficulties were no more 
apparent than in the debate 
over how much BTs competi¬ 
tors should pay the operator 
for using its network to carry 
part of their calls, and to what 
extent they should contribute 
to BTs loss-making exchange 
line Installation and revenue 
business. BTs price cap pre¬ 
vents it sharp in g an economic 
price for these services, so the 
operator believes that other 
companies which use this part 
of Its network should help 
share the burden. 

In reaching Ids decision to 
start forcing operators to con¬ 
tribute, but only after they 
become established in the mar¬ 
ket, Sir Bryan made two 
U-turns, had a public row with 


BT chief executive. Sir lain 
Vallance and, in the eyes of 
many, lost much of Ids hard- 
won respect 

Perhaps the most important 
outcome, however, is that his 
decision invests even more 
power and responsibility with 
an already overburdened regu¬ 
lator. The duopoly review 
began as an attempt by Oftel to 
write a rule book for operators. 
But regulatory issues will 
become so complicated when 
the new players arrive that 
Oftel has decided to keep its 
discretionary powers.- The 
white paper, Competition and 
Choice. Telecommunications 
Policy for the 199Qs is more of a 
guide than a rule book. 

Oftel may also be anxious to 
maintain its discretionary pow¬ 
ers as a means of helping it to 
create the type of telecommu¬ 
nications market that it would 
like to emerge. This would be 
one in which competition and 
economies of scale have a role 
to play in providing the best 
deal to the user. Oftel wants to 
main tain its right to intervene 
in the market at all times and 
ensure that this balance Is 
maintained. 

Sir Bryan still talks of a day 
when a regulator will no lon¬ 
ger be necessary. But Oftel’s 
most recent decisions have 
given it more, rather than less 
responsibility. The overriding 
reason why Oftel has chosen to 

maintain such a firm hand is 

because BT still has 96 per cent 
of the UK market makes enor¬ 
mous profits and Will maintain 
its dominance unless Oftel 
keeps a close eye on It BT, for 
its part will do all it can to 
protect its market share, and 
Ironically, therefore, preserve 
the need for strict regulation. 

Mark Newman 


Profile: EUROPEAN COMMISSION 

Intervention is the slogan 


Profile: FEDERAL COMMUNICATIONS COMMISSION 

Overhaul of US system looms 


MR ALFRED Sikes, chairman 
of the US Federal Communica¬ 
tions Commission, is a man 
with a mission: he wants to 
maintain US leadership of the 
increasingly tough worid tele- 
communications industry by 
encouraging competition and 
innovation, and thoroughly 
overhauling the US regulatory 
system. 

*1 am working”, he says, 
“towards reducing entry barri¬ 
ers, towards incentives to be 
efficient mid invest in innova¬ 
tion, towards international 
competitiveness and towards 
the elimination of outdated 
roles that have handicapped 
individuals in the industry.” 

Since taking over as FCC 
chairman in 1989, Mr Sikes has 
pushed through a series of ini¬ 
tiatives, including fundamental 
changes to the telecommunica¬ 
tions pricing regime. Plans in 
the pipeline include re-allocat¬ 
ing frequencies on the broad¬ 
cast spec t r um to help innova¬ 
tory technologies in areas such 
as mobile telephony. 

However, while the FCC is 
the dominant body in the 
day-to-day regulation of the 
industry, especially in the field 
of long-distance pricing, it is 
only one of three significant 
bodies with a say In the struc¬ 
tural evolution of the sector. 
The framework will be 
extremely important over the 
coining decade as the US 
decides between an array of 
emergent and competing com¬ 
munications technologies. 

The framework will also be 
largely decided by Congress 
and by the courts, notably 
Judge Harold Greene, who pre¬ 
sided over the 1984 break-up of 
American Telephone & Tele¬ 
graph (AT&T). That created 
seven “Baby Bell” regional 


telephone companies with local 
monopolies, partly controlled 
by state regulators, while leav¬ 
ing AT & T in the long-distance 
market facing substantial com¬ 
petition from rival companies. 
The results have included a 
sharp fall in long-distance 
prices and much greater con¬ 
sumer choice. 

The role of the FCC has 
changed over the years. It used 
to be a relatively sleepy back¬ 
water of the US administra¬ 
tion, empowered by the 1934 
Communications Act to over¬ 
see Interstate tetecommuntoa- 
tious - essentially, making 
sure AT &T and others did not 
abuse local monopolies. 

However, in the 19708, the 
FCC, driven by technological 
change, began to take a more 
much aggressive - albeit 
uneven - approach to foster¬ 
ing competition. That, in turn, 
created the climate which pro- 

The FCC used to be 
a sleepy backwater of 
the administration 


duced the anti-trust action 
leading to the break-up of 
AT&T (though at the time, 
the FCC opposed the creation 
of the 'Baby Bells’). 

The rush of technological 
change means that the FCC 
finds Itself at the centre of 
some of the most important 
industrial decisions feeing the 
US as it heads into the “infor¬ 
mation age” - including the 
contest between wireline and 
wireless technologies, the 
wawh for an American High 
Definition Television standard, 
and the looming competition 
between technologies and 
industries to transmit video 


images into the home. 

Mr Sikes came to the job 
with a dear framework for 
action already worked out As 
head of the National Telecom- 
muni cations and Information 
Administration, he developed a 
blueprint for future policy, 
called Telecom 2000, which has 
proved a touchstone for his ini¬ 
tiatives since then. These 
include: 

■ A reform of the price regula¬ 
tion system in the local tele¬ 
phone market away from the 
traditional “rate of return” sys¬ 
tem, which created a disincen¬ 
tive for companies to invest in 
new technology which might 
boost their profits over the 
allowable level Under the new 
“Incentive” regulation, or price 
caps system, they have a pow¬ 
erful reason to be much more 
efficient, since if they exceed a 
stated productivity level they 
can make trigger profits. 

■In the long rifcfcancp market, 
the FCC approved in August 
proposals to give AT&T more 
pricing flexibility to meet the 
needs of major business users, 
although it kept its price cap 
structure for services that 
appear rather less competitive, 
such as international and oper¬ 
ator services. 

AT&T’s continuing, though 
tfecUn ing , domination of the 
long-distance market (it retains 
more than GO per cent of the 
business) has meant that it has 
remained subject to substantial 
regulatory controls. This pres¬ 
ents the FCC with the delicate 
balancing act of fostering com¬ 
petition from new entrants, 
while restraining riw imTupma* 
muscle of the largest player in 
the flow 

The commission has also 
acted to speed np the deploy¬ 
ment of new computer swltch- 
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- tag systems and to reduce the 
barriers to frill competition in 
the fast-growing market for 800 
“toll-free” services. 

Bln the International mar¬ 
ket, the FCC has become a 
leading proponent of pricing 
reforms. Mr Sikes says that 
accounting rates - the negoti¬ 
ated payments between inter¬ 
national carriers, under which 
US companies pay foreign 
counterparts for delivering 
caTU to fiiyd destination - are 
too high, asare the interna¬ 
tional naiifrip charges in many 
foreign countries. 

He told a meeting of US tele¬ 
communications companies in 
August that the FCC believed 
it bad the legal authority to 
disapprove unreasonable 
accounting rate agreements 
and It was prepared to begin 
doing so in 1993. 

Elbe FCC is trying to free 
up space an the radio spectrum 
for new technologies, such as 
Personal C ummunicatlons Net¬ 
works and digital audio broad¬ 
casting, and in changing the 
way in winch space is allocated 
to give greater incentives to 
pioneering, innovative entre¬ 
preneurs. 

Another major role feeing 
the body will be to oversee the 
Baby Befls as they flex their 
muscles beyond their local 
monopolies. Under the AT&T 
break-up, the seven companies 
were barred from the 
long-distance market, equip¬ 
ment manufacture and infor¬ 
mation services. However, 
Judge Greene recently, and 
with great reluctance, paved 
the way for them to enter the 
information services area, 
white Congress is considering 
legislation that would allow 
them into the equipment busi¬ 
ness. 

Other Industrial groups are 
strongly opposed to these 
developments, on the grounds 
that the Baby Bells will use 
their local wireline monopoly 
profits to squeeze compe ti tion 
in the new areas. Mr Sikes, 
who has supported the new 
freedoms for the Bell compa¬ 
nies. disagrees. He argues that 
the Baby Bells, aware of the 
potential force of the anti-trust 
action, have a vested interest 
in maintaining competition, 
while the FCC has the analyti¬ 
cal strengths to spot cross sub¬ 
sidies. “It is my view”, he says, 
“that in general the safeguards 
needed for the Bell operating 
companies entering this new 
area (information services) are 
in place and are being effec¬ 
tively executed here at the 
FCC.” 

At the same time, he sees 
one of the challenges stfil fee¬ 
ing him as being the reduction 
Of distortions in both the 
long-distance and local mar¬ 
kets which misaflocate costs, 
skew prices and stretch out 
depreciation unrealistically. 

Martin Dickson 


IN FOUR years the European 
Commission has transformed 
the legislative landscap e of the 
region's telecommunications. 

Resolutions, proposals and 
directives covering simple ter¬ 
minal approvals to the rules 
governing competition in data 
services have issued fast and 
furious from Brussels. The task 
feeing the Eurocrats is to con¬ 
vert the promise of a prosper¬ 
ous, unified and liberal market 
into reality. 

EC interest in the telecom¬ 
munications sector stems from 
the recognition of a direct rela¬ 
tionship between the develop¬ 
ment of telecommunications 
and the growth of overall eco¬ 
nomic activity. The Commis¬ 
sion estimates that, directly or 
indirectly, over six European 
jobs out (rf 10 already depend 
on information and communi¬ 
cation technology. 

Along with related informa¬ 
tion technology, telecommuni¬ 
cations is also big business in 
its own right It is calculated 
that telecommunications alone 
could generate up to 7 per cent 
of regional GDP by the end of 
the present decade. 

In line with this, Community 
telecommunications policy has 
had three goals - the promo¬ 
tion of an advanced European 
teleco mmunications Infrastruc¬ 
ture, the stimulation of a 
homogeneous region-wide mar¬ 
ket for services and equipment 
and the encouragement of 
greater competitiveness among 
European industry. 

Furthering these alma has 
not been easy. Europe Is a frag¬ 
mented telecommunications 
market with different, and 
often incompatible, national 
regulatory traditions, supplier 
relationships and equipment 
standards. 

The EC has also had to over¬ 


come the resistance to change 
of PTTs and governments 
reluctant to surrender sover¬ 
eignty. In spite of the obsta¬ 
cles, progress has been made. 

A key document for EC tele¬ 
communications strategy was 
the Green Paper published in 
mid-1987. This had two mam 
thrusts — liberalisation erf the 
terminal equipment sector and 
the partial opening up of the 
more valuable faTpcnmiw r mifta - 
tions services business. In par¬ 
allel the EC began to develop a 
new code of rates for Open Net¬ 
work Provision (ONP). This 
was intended to define the con¬ 
ditions under which the basic 
public network could be 
opened to rival private service 
providers. 

Articulation of the Green 
Paper proposals has been fairly 
brisk. Among the main mile¬ 
stones was the issuing of a 
directive liberalising the 
region’s $3J%n regional termi¬ 
nal market In May 198% and 
the conclusion of a deal on ser¬ 
vices and ONP between the 
Commission and the member 
states in 1989. 

Among other things, the 
compromise agreement sanc¬ 
tioned the full and rapid intro¬ 
duction erf competition for all 
value-added services, including 
electronic mail and database 
access, and the re-sale erf basic 
data communication services 
from January 1 ,1993. However, 
it also allowed the possibility 
of extending data monopolies 
to the beginning of 1996 for 
member states with undevel¬ 
oped public data networks. 

Other important achieve¬ 
ments were the adoption of the 
Ecu55m (S64m) programme 
known as Research and Devel¬ 
opment in Advanced Commu¬ 
nications in Europe (RACE) in 
1987, the establishment of the 


European Telecommunications 
Standards Institute in April 
1968, and agreements on uni¬ 
fied terminal approvals and 
public procurement in 1990. 

The terminal-approval deal 
should mean that equipment 
approved and certified in one 
member state is valid for use 
in all 12. The public procure¬ 
ment initiative is designed to 
progressively extend bidding 
rights to suppliers from any 
member state on national tele¬ 
communications contracts val¬ 
ued at Ecu600,000 and above. 

Inevitably, there have been 
compromises, revisions and 
delays in the EC agenda. At 
various times the Commission 
has initiated proceedings 
against member states for non- 
compliance with its directives, 
and a number of countries 
have legally challenged the 
EC’s use of Article 90 of the 
Treaty erf Rome, an instrument 
which enables the Commission 
to issue directives without 
requiring the normal processes 
of consultation. 

There has also been failure, 
notably in achieving the origi¬ 
nal timetable for ISDN imple¬ 
mentation and, more recently, 
getting manufacturers and 
operators to agree on the 
means of Introducing high defi¬ 
nition television. 

More serious is the feeling 
that, in spite of all the EC ini¬ 
tiatives, the realities or the 
market place are not that 
much different from those of 
the early 1980s. 

Part of the problem is that 
many would-be new players 
are disinclined to engage in 
expensive legal challenges to 
the established operators for 
non-compliance with EC direc¬ 
tives. “We haven’t had the 
equivalent of an MCI which 
launched a crusade against 


AT&T in the US,” says Hugh 
Small a director erf the Arthur 
D. Little consultancy. 

Another difficulty is that 
some of the Commission’s pow¬ 
ers of enforcement in the sec¬ 
tor were untested. In this con¬ 
nection, a recent European 
Court judgement that the EC’s 
use of Article 90 was legi tima te 
has wide implications. The par¬ 
ticular dispute concerned the 
enforcement of the 1988 termi¬ 
nal directive, but the precedent 
is significant for services too. 

In the original services direc¬ 
tive, competition in voice and 
telex services, and in the provi¬ 
sion of the basic network, was 
left to the discretion of the 
individual member states. 
However, the directive also 
included a commitment by the 
Commission to re-examine all 
reserved services in 1992. 

Some observers believe that 
an assault on basic voice ser¬ 
vice - which still constitutes 
nearly 90 per cent of the total 
marked and is worth around 
$84bn in annual revenue - is 
inevitable. The inference is 
that the court’s judgement in 
the terminal dispute effectively 
signals the end erf legal action 
to halt the EC prog ramme. 

Meanwhile, the Commission 
Is planning to add flesh to the 
skeleton of some of its frame¬ 
work directives. In particular, 
it is looking to beef up the 
ONP initiative. 

Intervention may well be the 
Commission’s watchword for 
the 199 0s. H aving decided to 
tell the PTTs how to behave, it 
must now supply rules erf con¬ 
duct for present circumstances 
and future eventualities. ■ 

John Williamson 

International editor. 
Telephony Magazine 


THE GUIDING spirits for the 
not-so-qulet revolution in 
Japan's telecommunications 
industry live in a dull squar¬ 
ish building in Tokyo’s Kasu- 
migaseld district that houses 
the Ministry of Posts and Trie- 
communications, headed by 
the minister. Katsutsugu 

Sekiya. 

To be sure, pressure from 
the US government and com¬ 
plaints from telephone users 
have played a rale. Yet in the 
end it is bureaucrats toiling in 
offices stuffed with old desks 
and file cabinets, piled high 
with reports and papers in 
Kasumigaseki. who have made 
competition, and all the bene¬ 
fits this has brought, a reality 
for Japanese consumers. 

The checklist of achieve¬ 
ments is impressive: Nippon 
T elep hone and Telegraph 
(NTT), the former telecommu¬ 
nications monopoly, has been 
partially privatised, and its 
monopoly over key services 
steadily eroded since 1985. The 
total number of companies pro¬ 
viding telecommunications ser¬ 
vices has grown from 85 In 1985 
to ljQ33 by the end of June. The 
cost of a call between Tokyo 
and Osaka has halved; leased 
circuits for the same area are 
two-thirds cheaper. 

International plume charges 
to the US have fallen by 56 per 
cent; leased lines by 58 per 
emit All the while, tile diver¬ 
sity of services and variety of 
equipment have rocketed. The 
heavy hand of monopoly, it 
appears, has gone. “We believe 
that competition has been very 
successful" says Mr Eiichi 
Tanaka, director of telephone 
charge policy at the ministry. 

Few would disagree. White 


Profile: JAPAN’S MINISTRY 

The genies of 
privatisation 

deregulation Is an accurate 
description, at times the moni¬ 
toring and shaping erf the new 
competitive regime have 
required Intensive and continu¬ 
ing involvement of the minis¬ 
try, whose job is really only 
half done. Japan has no inde¬ 
pendent regulator. The minis¬ 
try, for example, must give Its 
approval to an proposals to cut 
or adjust telephone rates. 

The government still owns 
two-thirds of NTT. It approves 
board appointments, and it 
passes Judgment on every deci¬ 
sion of significance affecting 
the company, from capital 
spending plans to internal 
restructuring; apparently with 
little consideration for NTT's 
shareholders who have fared 
badly since It was partially pri¬ 
vatised in 1987. The ministry 
has taken a cautious, gradual¬ 
ist approach - pushing for¬ 
ward in the cause of competi¬ 
tion, while not taking risks 
that service could be adversely 
affected. 

Several important issues 
remain to be resolved. In prin¬ 
ciple, the ministry wants to 
eliminate cross-sabsldies 
among NTT's various services. 

It is believed, and argued by 
NTT, for example, that local 
phone services operate at a 
loss, which is subsidised by 


s ervic e could well be caused by 
NTT's inefficiency. “NTT has 
260,000 employees. We doubt 
whether NTT needs so many 
People," he says. The ministry 
has set up a study committee 
to determine whether NTT is 
efficient. If not, NTT will not 
see an increase in local 



Sefdya: guiding spirit 

long-distance calls. As a corol¬ 
lary the new providers of 
long-distance service may have 
had something of a tree ride - 
making a profit by undercut¬ 
ting NTT prices, while not hav¬ 
ing to supports local network. 

Some analysts argue that 
connection charges to NTT's 
local network are too low. The 
ministry, however, is uncon¬ 
vinced. A breakdown of operat¬ 
ing costs, according to mtais- 
try^grerf rotes, shows that an 
NTTdeGcU in local services 
feU from Yl3Ebn ($ioa m ) in 
1989 to a relatively inafenifi. 
rant Y3-2bn in fiscal 1990 (to 
“arch ,30. 1991), Profits from 
longdistance calls were 

Mr Tanaka, however, sus¬ 
pects that the deficit for local 


Put on the back burner nwtfi 
a 1995 review is a decision on 
whether to break up NTT intn 
regional com panies. In the 
interim, NTT is being forced to 
restructure internally by estab¬ 
lishing regional service compa¬ 
nies that will continue tone 
owned 100 per cent by the par¬ 
ent company. 

“Yardstick competition” fe to 
be introduced to bring pressure 
for Improved performance. 
Eventually, NTT could be 
totrad into complete, or nar- 
t ial, d ivestment of regional 
operating companies. NTT, pre¬ 
dictably, opposes such moves 
on the grounds that its 
research capability would be 
weakened, the integrity of the 
P^work would be lost, and 
that local charges would be 
forced up. 

Ot her issues an whlch the 
Mtoistry is continuing to grind 

away inclndp- fntpr mi pmftnt (rf 
interconnection facilities for 
independent carriers, and dis¬ 
semination of info rmation on 
nrferconnection, taduding user 
identification Codes. "NTT is to 
pe prevented from abusing 
information which it obtains 
about other (farriers* business 
activities, while it will be 
obliged to disclo se more boar - 
ness information, including 
traffic data. 

SlevenButier 
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In case you’re having second thoughts 
about telecommunications: 


Sprint? was the first: 

To launch a U.S. public 
data network; making global 
data more accessible to a 
wider audience. 1975. 

To provide large scale e-mail 
service in the U.S., 
making it simple and efficient 
to share information. 1980. 

To introduce virtual private 
networking to the world, making 
advanced capabilities 
affordable. 1985. 

To build a nationwide all digital 
fiber optic network in the US., 
making broadband applications 
universally available. 1987 

To deploy Signalling System 7 
in the U.S 7 speeding delivery of 
product innovations to the 
mass market. 1988. 

To complete PTAT-1, 
extending the quality and 
flexibility of fiber optic 
technology worldwide. 1989. 

To bring the world multilateral 
virtual private network services, 
(Global VPN"); giving users more 
control and flexibility with 

their networks. 1991. 


We're proud that we've been first so often. But 
the real proof of our success isn't technology. It's 
how we put it to work for our customers. 

We have a wide range of network solutions, that 
include an installed base of more than 200 data networks. And we're 
also a leader in establishing the international standards X.25, X.400 and 
today's fame relay. 

Sprint's a worldwide supplier of voice, video and data services. And 
offers switched voice services to over 180 countries, value added packages 


And in case you’re still 
having second thoughts: 


to 100 plus countries and videoconferencing to 
over 30 countries. 

So, if your company could benefit from our 
global support network of Sprint subsidiaries, our 
joint venture partners and our distributor associates, keep us in mind. 

But, if you're still having second thoughts, visit 
stand *1.303, at the USA Pavilion of Telecom Cv)77 FI t 

'91. And find out what the right telecom- ** * 1 *• 

muni Cations partner can do for you. Telecommunications. Anytime. Anyplace. 
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Mobile communications continues to be one of the fastest-growing sectors of the world market as well as one of the most profitable 
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MOBILE c mnmiwinatu i ns continues 
to be one of the fastest-growing 
sectors of the world tele¬ 
communications market - as well 
as one of the most profitable. 
Almost all segments of the mobile 
market are continuing to expand at 
a rapid rate. Advances in 
technology, the introduction of 
competition and access to 
economies of scale are bringing 
down the price of customer 
terminal and infrastructural 
equipment. According to some 
forecasts, one In 10 of the European 
population will be using some kind 
of mobile service by 1996. 

It is expected that most 
consumers in wealthy countries will 
be able to afford mobile telephones 
by the end of the decade - by 
which time mobile systems could 
for the first time be reaching a mass 
market and providing genuine 
competition to traditional fixed-wire 
networks. 

The potential of mobile 
communications has encouraged 
many governments to use it as a 
vehicle to introduced competition 
into their telecommunications 
markets, which until recently have 
been the monopoly of state-owned 
operators. 

In Europe, for example, most 
governments have now licensed 
private groups to operate cellular 
telephone networks - particularly 
for the new second-generation 
digital networks which started 
going into service this year - in 
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spite of the fact that fixed-wire 
voice telephony remains a state 
monopoly in almost every country 
apart from the UK 

The European Commission is 
attempting to encourage this 
process through a Green Paper on 
mobile communications. Bat the 
paper has been delayed because of 
some member states’ concerns 
about the wider implications, and it 
is not now expected to appear 
before the end of 1991. 

While the US and Japan are 
expected to follow Europe in the 
introduction of digital cellular 

- with services starting in the US 
this year and in Japan in 1992 

- increasing attention is being paid 
to the development of third- 
generation systems. 


These are expected finally to 
usher in the long-heralded era of 
the universal mobile telecommun¬ 
ications system (UMTS), offering 
low-cost personal communicators 
which can be used at home, at work 
or In public places and which 
combine the functions of present- 
day cellular, cordless and radio¬ 
paging services. 

Government and industry 
representatives from Japan, Europe 
and the US met in Tokyo in July to 
discuss the prospects for agreement 
on common standards and frequen¬ 
cy allocations for third-generation 
systems, which are expected to be 
introduced in about 2006. 

Such an agreement would open 
up enormous possibilities for 
cost-savings - in contrast to 
first-generation and second- 
generation systems, where the 
world market has in each case split 
Into different blocs using 
inmmpatfhifi standards. 

But the US appears less keen 
than the others on the concept of 
common standards. This would 
make it difficult for Europe and 
Japan to fix. third-generation 
frequencies at next February’s 
World Administrative Radio 
Conference (Ware) in Spain, which 
will concentrate on allocating 


frequencies for mobile services for 
the 21st Century. 

In the meantime, plans for a 
less-advanced satellite-based global 
mobile communications system 
have been drawn up by Motorola, 
the US manufacturer. 

The group’s $2bn Iridium project, 
which is intended to go into service 
in 1996, involves the launch of 77 
low-orbit satellites which would 
provide service to small mobile 
terminals all over the world. 

The first satellites would be 
launched in 1992. However, the 
events of the last year have 
demonstrated that the generally 
healthy outlook for mobile 
communications does not mean that 
all services will automatically 
succeed, or that previous growth 
rates will be maintained. 

The worldwide market for 
cellular communications has 
experienced falling growth rates. 

This has largely been due to a 
slowdown in the leading cellular 
markets - particularly the UK, 
where the number of subscribers 
actually fell for the first time last 
April 

The slowdown has been one of 
the factors behind the 
slower-than-expected introduction 
of the pan-European df gitai cellular 


system, which was launched this 
year. 

It has also contributed to the 
uncertainty in the UK about the 
prospects for personal 
communications networks (PCNs), 
the high-frequency digital cellular 
services due to be launched in 1992 1 
S3 with the aim Of rea ching a maaa 
market In a bewildering finny of 
activity this summer, many of the 
original participants in the UK’s 
three PCN operators pulled out 

One of the other factors that has 
unsettled the PCN operators has 
been the miserable performance of 
another mobile service in which the 
UK is acting as pioneer - telepoint 
This service - winch allows users 
of digital cordless telephones to 
make calls (but not to receive them) 
at public bases attached to the 
national telephone network - was 
first launched in the UK more than 
two years ago, but has attracted 
fewer than 10,000 subscribers. 

Of the four consortia originally 
licensed to operate the service at 
the beginning of 1989, only one was 
still running a network by the 
mi d d l e of fhiw year. 

Two others had ceased operations 
and the fourth had yet to start. 
Total losses are thought to amount 
to about ElOOm. 
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While the UK telepoint systems 
are Iwhgrwntly limi ted, being imahle 
in their present form to receive 
incoming calls, many observers 
believe that take-up would have 
been much better if the 
implementation of the system had 
been handled differently. 

They point out that the operators 
launched their services before they 
had enou gh base stations in place to 
offer adequate coverage. 


Moreover, they tried to persuade 
people to buy the relatively 
expensive handsets just to use 
telepoint, without waiting for the 
launch of other products 
- including personal base stations 
for home cordless use, and cordless 
private branch exchanges for office 
use - which would have allowed 
the creation of a pool of digital 
cordless users to whom the 
operators could sell telepoini as an 
additional service. 

Several other countries are now 
pushing ahead with plans to 
introduce their own telepoint 
systems using the same 
UK-developed CT2 technology. 

The European Commission is 
trying to promote the more 
sophisticated Digital European 
Cordless Telecommunications 
(Dect) system as an alternative 
standard in Europe, but appears to 
face an uphill struggle. 

Operators which are already 
committed to CT2 will be reluctant 
to convert their networks to an 
as-yet-unproven technology. The 
first Dect products will not start to 
appear on market unHj ]£te next 
year. This technology is instead 
expected to play a significant role in 
the European market for cordless 
office products. 


5? rit-ag * 
Jr £i 


Nell McCartney 


Editor of Mobile Communications 
and Telecom Markets, the FT news- 


Expansion rate 
slows down 




THE use of cellular 

rn mmnnlfnHnrui jg ra yntiniilwg 
to grow rapidly throughout the 
world, but there are signs that 
the rate of expansion is slow¬ 
ing down. 

Between September 1989 and 
November 1990 the number of 
subscribers around the world 
grew from 53m to 10.4m, an 
increase of 96 per cent in 14 
months, according to Mobile 
Communications, the FT news¬ 
letter. But the rate of addition 
of new subscribers foil in the 
following seven months. 
Between November 1990 and 
June 1991 the total rose only to 
12.7m - up 22 per cent 

The figures have been hit by 
the recession in the most-devel¬ 
oped markets - the US, the 
UK, Canaria and Scandinavia. 
The downturn, expected to be 
temporary, has come just as 
many of these countries are 
launching second-generation 
digital cellular networks, 
intended to overcome capacity 
problems of analogue cellular 
systems. 

While these older markets 
still represent the bulk of the 
world cellular population, the 
fastest growth is now taking- 
place elsewhere, in south-east 


Cellular 

communications 


Asia and Latin America, where 
subscribers are using cellular 
as an alternative to the fixed 
network, which is unreliable 
and frequently unavailable. 

The same pattern is likely to 
emerge in the eastern Euro¬ 
pean countries, where cellular 
offers the best shortterm solu¬ 
tion to the problems caused by 
45 years erf under-investment in 
the basic telecommunications 
infrastructure. 

The first eastern European 
systems went into service in 
Hungary in November 1990 and 
Estonia in January 199L Cellu¬ 
lar licences have also been 
awarded by Poland, Czechoslo¬ 
vakia and the USSR. Many of 
these systems involve US com- 


In the US, which accounts 
for roughly half of the world’s 
cellular population, the num¬ 
ber of subscribers is expected 
to grow this year from 53m to 
7.1m. In absolute terms this is 
the same rate of growth as last 
year - an extra 13m subscrib¬ 
ers. 

But in relative terms it rep¬ 
resents a fall in the annual 
growth rate from 51 per cent to 
34 per cent This reflects a rise 
in the level of “chum’’, the rate 
at which subscribers discon¬ 
nect from the system , and in 
the level of bad debt. The 
annual revalue generated per 
subscriber is also expected to 
be Iowa* this year. 

In the UK the world's sec¬ 
ond biggest market, the slow¬ 
down has been even more 
marked, with growth levels 
dropping to less than one third 
of those experienced two years 
ago. 

The UK market, which had 
507,000 subscribers at the end 
of 1968, grew by 353,000 in 1989, 
only to see the number of new 
connections drop to 279,500 in 
1990. And. in the first half of 
this year only 56300 subscrib¬ 
ers were added. Cellnet, the 
smaller of the UK’s two opera¬ 
tors. recorded a 39 per cent tall 
in profit in the year to March 

As in the US, the UK market 
has been hit by rising chum 
- which averaged 20 per cent 
last year - lower usage and 
bad debt 

Bat the results have been 
worse, partly because of the 
depth of the recession but also 
because of the structure of the 
UK industry, where Cellnet 
and its rival operator Racal- 
Vodafone are obliged by law to 
sell services through third- 
party companies known as ser¬ 
vice providers, which get a 


share of subscriber revenue 
and have typically been paid a 
co mmissio n of about £200 by 
the operators for each new cus¬ 
tomer. 

In their anxiety to attract 
business, these companies 
have rinrw* rivals with indepen¬ 
dent dealers to bring in sub¬ 
scribers at perhaps £300 each. 
The effect of this structure has 
been to inflict an Immediate 
cash drain on the service pro¬ 
viders and to encourage the 
dealers to drive down tele¬ 
phone prices to well below cost 
levels - since the bonus 
ensures that they still make 
money on each sue. 

Dealers have than signed up 
many customers that are 

either imwflllng or tmahle to 

pay their quarterly bills. As a 
result, in the past year many 
service providers have either 
pulled out of the business or 
gone bankrupt 

The UK’s one-time position 
as Europe’s fastest-growing 
market has now been taken 
over by Italy, where the num¬ 
ber of subscribers grew from 
140,000 to 434,000 in the 11 
months between August 1990 
and July 1991, an increase of 
210 per cent 

Many European countries 
are now moving into the next 
stage of cellular development 
with the opening of their 
branches of the pan-European 
digital cellular telephone net¬ 
work (GSM)- These networks 
will operate to a single set of 
commo n standards, nnlfloa the 

present analogue networks 
which largely use incompatible 
national standards. As a result 
it will eventually be possible 
for a GSM subscriber to use his 
telephone virtually anywhere 
in Europe. At the same time, 
equipment prices should fell, 
since manufacturers will be 
able to produce for a single 
European market. However, 
the signs are that GSM net¬ 
works will develop more slowly 
than had been expected. 

In the US - where there are 
two operators for each area, 
the local telephone company 
and an outside competitor - a 
debate is still raging over 
which is the best digital tech¬ 
nology to use to replace the 
present Amps analogue stan- 


In 1989 the Cellular Tele¬ 
phone Industry Association 
(CITA) decided to use a tech¬ 
nique known as time division 
multiple access (TDMA), simi¬ 
lar to that adopted for the digi¬ 
tal standard in Europe, rather 
than the frequency division 
multiple access (FDMA) 
method which, is used in anal¬ 
ogue systems. 

But many US manufacturers 
and operators are now backing 
a new and relatively untried 
option, code division multiple 
access (CDMA) which they 
claim malms more efficient use 
of spectrum - a key issue in 
the US, where several large 
cities are projected to run out 
of spectrum by the end of next 
year. Qualcomm, the company 
which first proposed CDMA, 
dahna it will provide 10 to 20 
times more capacity per unit 
spectrum than the Amps 
systems. 

Digital systems are also due 
to be introduced in Japan, 
where there are about lm anal¬ 
ogue cellular subscribers, 
shared between the national 
canin' NTT and two regional i 
comp etitors, IDO and DDL 
NTT Is planning to launch digi¬ 
tal service in Tokyo by the 
autumn of next year and in 
Osaka a n d other Mg cities by 
1998, using TDMA technology. 

Two new consortia licensed 
this summer — which Include 
a number of western compa¬ 
nies, such as Motorola and 
Pacific Telesis of the US, and 
BT and Cable and Wireless of 
the UK - will also launch dig¬ 
ital systems using the same 
standard. 
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European nAdaMdaphoM subscribers 
(July i, 1991) 


Country 

System 

Launch 

Subscribers Penetration 1 

Andorra 

NMT-450 

Jul 1990 

109* 

4.02 

Austria 

NMT-450 

Nov 1984 

84,104 

12.18 

Austria 

TACS-900 

Jul 1980 

28.342 

— 

Belgium 

NMT-450 

Apr 1987 

45^04 

4.56 

Cyprus 

NMT-450 

Dec 1988 

3.929 

5.18 

Denmark 

NMT-450 

Jan 1982 

52,183 

' 31.48 

Denmark 

NMT-flOO 

Dec 1986 

109,661 - 

— 

Faroe Islands 

NMT-450 

Jon 1989 

1.222 

26.00 . 

Finland 

NMT-450 

Mar 1982 

144,734 

52.73 

Finland 

NMT-flOO 

Dec 1988 

117,325 

— 

France 

RC 2000 

Nov 1985 

250,523 

5.90 

Franca 

SFR NMT-450* 

Aug 1989 

72.500* 

- 

Germany 

C-450 

Sep 1985 

369,985 

4.74 

Hungary 

NMT-450 

Oct 1990 

4,000* 

1.31 

Iceland 

NMT-450 

Jul 1988 

10.896 

21.79 

Ireland 

TACS-900 

Dec 1985 

27,200 

7.84 

Italy 

RTMS 

Sep 1985 

87,707 

7.53 

Italy 

TACS-900 

Apr 1990 

348,142 

— 

Luxembourg 

NMT-450 

Jun 1985 

767 

1.53 

Malta 

ETACS 

Jul 1990 

1,707* 

427 

Netherlands 

NMT-450 

Jan 1985 

29,600 

6.76 

Netherlands 

NMT-flOO 

Jan 1989 

71,200 

- 

Norway 

NMT-450 

Nov 1981 

145,805 

52.09 

Norway 

NMT-flOO 

Dec 1988 

72J568 

— 

Portugal 

0450 

Jan 1989 

9.705 

0.93 

Spain 

NMT-450 

Jun 1982 

.61,903 

2.00 

Spain 

TACS-900 

Apr 1990 

- 16,662 

— 

Sweden 

NMT-450 

Oct 1981 

245.119 

64.08 

Sweden 

ComviW 

Aug 1081 

21,000 

- 

Sweden 

NMT-flOO • 

Dec 1986 

278JB3 

— 

Switzerland 

NMT-flOO 

Sep 1987 

150.767 

22.84 

UK 

Rac-Vod TACS-900* Jan 1835 

671,500* 

2QJ37 

UK 

Cellnet TACS-900* 

Jan 1985 

524,500* 

— 

Total 



4,047,241 

10.75 
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THE worldwide market for 
radio-paging services is con¬ 
tinuing to expand rapidly as 

pa g in g gradually shafcpw niff r ts 

traditional role as a one-way 
“bleeping” service^ 
Increasingly, the trend is 
towards the use of pagers 
which offer alphanumeric or 
numeric display services - and 
can handle considerable 
amounts of informa¬ 
tion - rather than the older 
tone-only or tone/voice models. 

In the US, tone and tone/ 
voice pagers accounted for 40 
per cent of the 9m pagers in 
use by the end of last year, 
according to a report by Frost 
and Sullivan. 

But their share Is expected 
to drop to 20 per cent by the 
end of 1994, by which time the 
total market will have expan¬ 
ded to 12m. 

The proportion accounted for 
by alphanumeric pagers is 
expected to rise from 3.7 per 
cent to 11 per cent over the 
same period. In Europe, alpha¬ 
numeric pagers now account 
for between 30 per emit and 40 
per cent of sales. 

The trend is being driven 
partly by the development of 
low-cost pagers. Today’s alpha¬ 
numeric display pager can be 
produced for about the same 
cost as the simple tone-only 
bleeper of 10 years ago. 

At the same time, pagers and 
paging networks have become 
more sophisticated, and opera¬ 
tors have become more cre¬ 
ative in their service offerings. 

To an extent, these develop¬ 
ments are being forced on oper¬ 
ators by threat of competition 
from other mobile ser¬ 
vices - principally cellular 
telephones, but in future also 
cordless telephone and tale- 
point services. 

This is most noticeable in 
Europe where public paging 
services had more subscribers 
thaw cellular until about the 
end of 1988, but now have only 
just over half as many, 
reflecting the slowdown in pag¬ 
ing growth. 

The total of public paging 
subscribers in Europe, which 
stood at 1,410,000 at the end of 
1968, grew by 877,000 in 1989 
but by only 308,000 in 1990, 
according to Mobile Communi¬ 
cations, the FT newsletter. And 
In the first half of this year 
Europe’s public paging opera¬ 
tors added only another 
122,000. 

The UK market, which 
increased in size from 575,000 
to 660,000 in 1989, has shown 
virtually no growth since then, 
standing at 670,000 in the mid¬ 
dle of 1991. However, this over- 
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European radio-paging subscribers’ 

Country 

Subscribers 

fla—iJhuHinl 

ronemniofr 

Austria 

81.500* 

10.72 

Belgium 

119,362 

12.05 

Denmark 

48.304* 

9.40 

Finland 

40.556 

8L16 

France 

257.363 

4.58 

Germany 

305,172 

3.91 

Iceland 

3,421* 

6.48 

Ireland 

12/172 

3.50 

Italy 

97.274 

1.69 

Luxembourg 

4,090 

8.18 

Netherlands 

293,000 

19.66 

Norway 

82,560 

19.66 

Portugal 

11.044 

1.05 

Spain 

80,000* 

2.04 

Sweden 

128,747 

15.15 

Switzerland 

39,286 

5J95 

UK 

670,000 

11.89 

Total 

2JH7.470 

(LOS 
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all figure masks internal 
changes: British Telecom, 
which is by far the dominant 
operator but has a very large 
number of tone-only custom¬ 
ers, has lost share to its six 
national rivals, which place a 
much stronger emphasis on 
more sophisticated services. 

In spite of the slowdown in 
Europe, operators remain con¬ 
fident that paging has a place 


Radio-paging 


as a useful and sometimes nec¬ 
essary complement to other 
mobile services - partly 
because it can offer small and 
low-cast terminals allied to a 
low-cost service. 

They argue that there is still 
a large untapped market for 
paging in Europe and claim 
that the total number of users 
could rise to 12m by the end of 
the 1990s. 

One of the reasons for opti¬ 
mism is that the penetration of 
paging service in Europe, 
where there are on average six 
users for every 1,000 people, 
remains well below that in 
many other countries - most 
notably in the Asia-Pacific 
region. 

In Hong Kong and Singa¬ 
pore, for Instance, paging has 
managed to achieve more than 
niche market status and there 
are now more than 11 pagers 
for every 100 members of the 
population, according to CIT 
Research. In Japan, the largest 


market in the area, there axe 
43m users In a population of 
100m. 

Roaming between many of 
these countries and North and 
South America is increasingly 
becoming possible thanks to 
the creation of satellite paging 
services operating at common 
frequencies. 

The Initiative is being driven 
by Mtd, the company which 
operates the Skytel nationwide 
satellite paging network in the 
US. 

Thanks to Mtel’s endea¬ 
vours, the Canadian govern¬ 
ment has licensed Cantel, the 
cellular telephone operator, to 
operate a satellite service at 
the same 931.9375 MHz fre¬ 
quency as SkyteL 

Similarly, the Merir^ n gov¬ 
ernment has given a licence to 
a consortium of Mtel and Tel¬ 
evisa, and Singapore Telecom 
will operate a service in Singa¬ 
pore. 

Mtel has established roam¬ 
ing agreements with Cantel 
and Singapore Telecom. 

Hong Kong, Malaysia, Brazil 
and Peru are also licensing 
operators and Mtel has in addi¬ 
tion had talks with several 
other south-east Asian coun¬ 
tries about expanding the ser¬ 
vice. 

But the system is unlikely to 
reach Europe, which is follow¬ 
ing its own route to the cre¬ 
ation of cross-border services 
through the launch of the 
European Commission-backed 
European Radio Message Sys¬ 
tem (Ernies), a pan-European 


digital pa gfag service that is 
due to be launched at the 
beginning of 1993 using com¬ 
mon standards, allowing any 
subscriber to use a. terminal 
virtually anywhere in Europe. 

Unfortunately Ermes has 
been delayed, like the similar¬ 
ly-conceived pan-European dig¬ 
ital (GSM) cellular telephone 
system, and is Hkely to take 
longer to establish than had 
been hoped. 

One of the problems is that 
the demand for roaming is 
likely to he umariw than was 
originally expected, .to judge 
from the performance of Euro¬ 
message, a part-digital Euro¬ 
pean service launched last year 
to cover the main cities of the 
UK, France, Germany and 
Italy. 

The consortium which runs 
the UK mid is unwilling to give 
details of traffic but perfor¬ 
mance appears to have been 
disappointing, with the result 
that some operators are recal¬ 
culating their estimates of tin 
demand for roaming in gen¬ 
eral. 

Whereas the operators were 
saying in 1989 that five to 10 
per cent of Ermes users would 
require roaming, some now put 
the figure at only two to three 
pm cent 

The doubts about Ermes 
have led the UK paging opera¬ 
tors to renew their cam for an 
inexpensive fixed-frequency 
pager to be developed for the 
network, as well as for the 
more sophisticated frequency- 
agflfi unit which has already 
been proposed. 

They say that a fixed-fre¬ 
quency pager would provide a 
cheaper option for potential 
customers that wish to use the 
Ermes service but have no 
need for inter-country roaming 
- and thus will not need to be 
able to switch between the 16 
different frequencies that the 
Ermes system will use across 
Europe. 

The UK operators add that a 
low-cost option is necessary 
because Ernies will eventually 
become the most important 
network for national p a gin g 
subscribers as well as interna¬ 
tional reamers because other 
networks will be ph ased out. 

They argue tbat frequency- 
agile pagers will cost between 
10 per cent and 100 per cent 
more than pagers already in 
use. 
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THIS SUMMER'S flurry of 
activity among the three UK 
groups licensed to operate per¬ 
sonal communications net¬ 
works (PCNs) saw one group 
change hands and the other 
two agree to set up a common 
network. It illustrates the 
degree to which enthusiasm 
for PCN has waned since the 
government selected the licens¬ 
ees two years ago. 

The sharp slowdown in the 
UK cellular market, together 
with the failure of telepoint 
services to take off has under¬ 
mined frnitiaf confidence in Hw 
likely demand for PCNs. They 
bad been intended to go into 
service in late 1992 or early 
1963, using high-frequency digi¬ 
tal cellular technology, with 
the aim of reaching a mass 
market for mobile telephony 
by offering services at prices 
not far above those for the tra¬ 
ditional public switched tele¬ 
phone network. 

The growing uncertainty has 
led to reassessment erf initial 
demand forecasts, which pre¬ 
dicted that there would be 
between 10 m and 15m PCN 
customers by the year 2000, 
and has made participants 
think twice about the wisdom 
of Investing the £lbn necessary 
for the construction of a UK¬ 
wide PCN network. Many of 
the hackers of the original 

three licence-winning consortia 
— tncintftng such leading tele¬ 
communications industry 
names as Motorola and Pacific 
Telesis of the USA, as well as 
Deutsche Telekom - have 
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dropped out The first network 
may not now open before 1993 
and coverage will spread more 
slowly than had been antici¬ 
pated. 

Most other European coun¬ 
tries remain cautious about 
PCN and are unlikely to 
launch systems until the sec¬ 
ond half of the 1990s. By then 
their digital cellular (GSM) 
telephone networks, which are 
now going into service but will 
develop more slowly than origi¬ 
nally expected, will be starting 
to fill up. 

However, Germany is consid¬ 
ering PCN as a means of pro¬ 
viding telecommunications to 
the farmer east Germany. 

In the US there is growing 
interest In PCNs. but there net¬ 
works are unlikely to go into 
operation until about 1995. The 
Federal Communications Com¬ 
mission is considering award¬ 
ing licences for PCN and by 
the middle of this year had 
given experimental permits to 
36 companies in 18 different 
markets to test a range of pos¬ 
sible digital technologies. Most 
of the running is bring made 
by the existing cellular opera¬ 
tors, including local telephone 
companies and by cable televi¬ 
sion companies. These two 
groups will be in the strongest 
position to launch PCN ser¬ 
vices because they already 
have networks in place. 


The doubts that have 
afflicted the three PCN opera¬ 
tors in the UK - Mercury 
PCN, Unitel and Micro tel - 
reflect the growing realisation 
that, initially at least, PCN ser¬ 
vices will not be very different, 
in terms of features or price, 
from the digital cellular ser¬ 
vices on offer from the pasting 
operators, Cellnet and Racal- 
Vodafone. 

The technology used by the 
PCN operators will be essen¬ 
tially the same as that devel¬ 
oped for GSM, albeit operating 
at the higher frequencies 
around 2 GHz (where there is 
more spare capacity) rather 
than the 900 MHz to be used by 
GSM. 

But the cost of building a 
PCN network will be roughly 
twice as much, since the use of 
high-frequency signals with a 
relatively short range means 
that more transmitters will 
need to be Installed to cover 
the same area. 

So the PCN operators are 
unlikely to be able to offer very 
cheap rates, at least in the first 
few years. While PCN prices 
will be below those for GSM, 
they are likely to be well above 
normal * fixed-line telephony 
rates. 

Similarly, it could take some 
time for equipment prices to 
come down to the £100 to £200 
levels originally predicted. The 


advantage of using small cells 
is that handsets can operate at 
lower power levels and can 
thus, in theory, be made 
smaller and cheaper. Bat with¬ 
out a mass market manufactur¬ 
ers will not be able to produce 
handsets in the volumes 
required to being prices down. 

This means that in the ini¬ 
tial period the PCN operators 
will nave to address the same 
business-user market as the 
fniiniar companies. 

The goal of creating a con- 


Personal 

communications 


sumer market, and providing 
genuine competition to British 
Telecom’s virtual monopoly erf 
local networks, has been post¬ 
poned until near the mid of the 
1990s. 

The growing perception that 
PCN was a riskier investment 
than had been thought led to 
abortive merger talks between 
Microtel and Unitel at the end 
of 1990. 

After the failure of these 
negotiations, Deutsche Tele¬ 
kom decided in the spring of 
this year that it would not take 
up its 15 per cent stake in Uni¬ 
te!. As a result It became 
equally-owned by Thorn EMI 
of the UK, Northern Telecom 


of Canada and US West. 

At about the same time, 
Pacific Tele si s, Matra and Mil- 
licom of the USA decided to 
Puli out of Microtel, leaving it 
totally controlled by British 
Aerospace. 

In July, BAe sold Microtel to 
Hutc hison Telecommunica¬ 
tions (UK), a subsidiary of the 
Hong Kong based Hutchison 
Whampoa, in exchange for a 30 
per cent stake in the comoa- 
ny'e UK subsidiary. 

Eight days later Cable and 
wireless took sole control of 
Mercury PCN by buying out 
the 40 per cent stake held by 
Motorola - the 30 per cent it 
tad held from the start, plus 
the 10 per cent which was 
never taken up by Telefonica. 

Simultaneously, Mercurv 
PCN and Unitel revealed that 
they were going to build a sto- 
gle shared network, rather 
than two separate ones, in a 
move that it is expected to 
save each of them about 
£400m. or 40 per cent of their 
expected investment costs. It is 
anticipated that the joint net¬ 
work will provide coverage for 
80 per cent of the population 
by 1994, almost double the cov¬ 
erage that would have been 
achieved by each operator act¬ 
ing alone. 

Meanwhile, Vodafone is 
planning to meet the charum^ 
from PCN by opening its own 


personal c ommunicatio ns ser¬ 
vice in the first half of 1993, 
and extending it to all urban 
and suburban areas by the end 
of 1995. 

The service, involving the 
Installation erf 3,000 micro-cells 
to Meet higher- capacity 
requirements, will run on the 
tads of the GSM network that 
Voda f one plans to open next 
year, and win operate at the 
same 900 MHz frequencies. 
Subscribers to thin micro-oettn- 
lar network (MCN) will be able j 
to use a basic low-powered 
handset wherever Vodafone 
has installed a micro-cellular 
infrastructure. ! 

Subscription and call 
charges for the MCN will be set 
20 per cent below those of 
Vodafone’s existing analogue 
cellular network - which has 
a connection fee of £50, a . 
monthly subscrip tion charge of 
£25, and peak-time eaii charges 
of 33 pence a mlnnte in London 
and 25 pence elsewhere (all 
Prices exclude VAT). Voda¬ 
fone’s GSM prices will be set 20 
per cent above mnaing ti*- 

hi addition, subscribers win 
be able to nominate one micr o- 
cell, which In most cases will 
probably be the cell containing 
tiirir home, from which it w£u J 
be possible to make local rofls 
at rates so par cent below the 
current analogue tariff. Similar 

tiering systems are also likely 
fo be adoptedby.the PCN oper¬ 
ators. 
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Vision O-N-E 
Optimized 
Network 
Evolution 


Vision O-N-E is a new strategy for 
evolution of telecommunications devel¬ 
oped by Siemens AG, Siemens 
companies worldwide and G PT. 

Vision O-N-E comprises all the innova¬ 
tive, homogeneous and compatible 
network elements required for the high 
performance universal network of the 


future.These network elements include: 
STM and ATM switches, cross-con¬ 
nectors and multiplexers, optical fiber 
transmission systems, access 
systems like Fiber or Radio in the Loop, 
mobile communication, special data 
switching systems, intelligent networks 
and network management systems. 
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Telecommunications equipment manufacturers are adjusting to the new realities of the 1990s 


Rich vein of opportunity after the shake-up 


Profiles of several equipment 
manufacturers appear on this 
page and on pages 12 and 13 


AFTER one of the biggest 
shake-ups in the history of 
industrial manufacturing, tele¬ 
communications equipment 
suppliers are adjusting to the 
new realities of the 1990s. 

The realignment of resources 
begun in the mid-1980s has by 
no means been completed, 
however. Take-overs and 
acquisitions have remained 
significant, placing great pres¬ 
sure on companies that are 
seen as inefficient in operation 
or structure. 

At the same time, the uncer¬ 
tainties created by new tech¬ 
nology and liberalisation in 
this volatile $120bn sector 
have, if anything, multiplied in 
the past few years. 

A rich vein of opportunity 
has opened with the worldwide 
growth in mobile and satellite 
communications, but doubts 
over the migration path for 
future broadband and Intelli¬ 
gent network technologies has 
sown confusion within the 
industry. 

The market in public net¬ 
work equipment shies was so 
sluggish a few years ago, that 
manufacturers have scrambled 
to exploit the opportunities in 
eastern Europe, as well as the 


Take-overs and 
acquisitions have 
placed great pressure 
on companies that are 
seen as inefficient 


fall-out from telephone com¬ 
pany privatisations in Asia and 
Latin America, but with no 
guarantee of early financial 
returns. 

Meanwhile, the growing 
business case for diversifica¬ 
tion of manufacturing compa¬ 
nies into the services sector 
may carry as many risks as 
rewards. 

All the competitive pressures 
of the old decade have been 
carried into the new. Moves to 
open, the public procurement 
markets in the UK, US and 
Japan, for example, have 
increased the trend toward 
multi-sourced switching and 
transmission equipment in 
many countries and dimin¬ 
ished the reliance of public net¬ 
work operators on their 
national manufacturing cham¬ 
pions. 

At the same time, reduced 
product life cycles and shorter 
home production runs have 
forced suppliers to look for 
growth in international sales. 
By the mid-1980s, as switching 
systems in particular became 
progressively dominated by 
software, with its high develop¬ 
ment costs, the need to 
increase market share had 
become critical. 

_ The resulting industry 
shake-out - exemplified by the 
watershed merger of the tele¬ 
communications interests of 


Alcatel and FIT in 1987. but 
followed by other agreements 
between Semens and GPT, and 
AT&T and Italtel - saw a 
reduction in the number of 
European manufacturers from 
more than a dozen at the 
beginning of the decade to only 
a handful now. 

Today the industry is exper¬ 
iencing a similar adjustment in 
the transmission business. The 
acquisition of STC by Northern 
Telecom and purchase of Tel- 
ettra and a division of Rock¬ 
well International by Alcatel, 
for example, are intended to 
give berth companies the size to 
compete in the market for 
next-generation optical trans¬ 
mission systems. 

The success of these and 
other fliiianwK is by no means 
guaranteed. Past failures have 
included joint ventures 
between AT&T and Philips 
Telecommunications, Italtel 
and Telettra, Thorn EMI and 
Ericsson, and GEC and 
Plessey. 

Both the task of dig 
the multiple systems 
by merger and acquisition, and 
of selecting which system to 
introduce in individual mar¬ 
kets, is likely to be one of the 
main challenges for the indus¬ 
try over the decade. 

Whether this concentration 
within the switching and trans¬ 
mission industry will ulti¬ 
mately be to the detriment of 
remaining medium-sized play¬ 
ers or new market entrants 
such as Bosch, Nokia. Philips 
or Matra is not yet clear. 

For their part each of the 
leading players is attempting 
to maintain coverage of the 
whole manufacturing sector 
with a variety of umbrella con¬ 
cepts ranging from AT&T's Net 
2000 to Siemens" Vision One. 
But it is increasingly difflmit 
to differentiate between these 
concepts. The smaller plasrers 
are banking on high-quality 
niche market strategies. 

By contrast some equipment 
manufacturers have also 
decided to enter the services 
business to-maintain growth 
and profitability. Motorola, in 
particular, has attempted to 
enter personal communica¬ 
tions networks and mobile sat¬ 
ellite service operations, to 
date with mixed success. 

The risk tills strategy carries 
of alienating the manufactur¬ 
ers’ own customers, namely 
the public network operators, 
will also have to be faced in 
the future by those players 
who own large internal net¬ 
works. As regulatory restric¬ 
tions are lifted this could pro¬ 
vide the platform to operate 
the private networks of other 
companies. Overall this trend 
may point to the long-term dis¬ 
parity of interests between 
operators and manufacturers. 

One of the biggest bonuses 
for m a n ufacturers in recent 
years, however, has been the 
arrival of mobile communica- 


Mercfi of progress: a telephone exchange circa 1900., 



Growth markets: Phillpe handset In uae on a building site 


, a riggar at work on an aerial at GoonhlBy Earth Station 


Hons as a mass market, a mar¬ 
ket that was extremely diffi¬ 
cult to predict 

In Europe, an interesting 
development has been the stra¬ 
tegic use of standards and 
spectrum management in the 
deployment of the new pan-Eu¬ 
ropean digital cellular radio 
system, or GSM. 

Arguably a defensive mea¬ 
sure aimed at safeguarding 
suppliers within the European 
Community, the intricacy of 
the GSM specification has 
meant that only those firms 
vrith highly customised 
research and development 
capabilities, such as Ericsson 
and Motorola, have been able 
to enter the market from out¬ 
side. 

As in the area of facsimile, 
the modular design and flexi¬ 
ble msmirfnrfnrinff techniques 


employed by Japanese compa¬ 
nies is likely to give them a 
competitive edge in the supply 
Of mobile ter minala for GSM 
and other mobile systems. An 
increasing trend is the growing 
international presence of Japa- 


One off the biggest 
bonuses lor 
manufacturers has 
been mobile 
communications 


The right way 
through the labyrinth of 
communication 
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nese manufacturers which had 
previously been domestic sup¬ 
pliers - NEC, Fujitsu, Hitachi 
Matsushita Communications, 
Mitsubishi Electric, Ola, Sony, 
Toshiba. 

New opportunities from the 
coming liberalisation of the 
satellite communications mar¬ 
ket will similarly reap few ben¬ 
efits for European manufactur¬ 
ers, with the mass market for 
so-called very small aperture 
terminals (VSAT) already dom¬ 
inated by US and Japanese 
suppliers. 

Market uncertainty in tele¬ 
communications manufacture 
is compounded today by 
doubts over where technology 


is heading. 

Technological convergence 
in the electronics sector has 
failed to occur to any great 
extent The markets for tele¬ 
communications and data pro¬ 
cessing continue to have their 
own nuances. 

Although manufacturers 
such as AT&T (with its acquisi¬ 
tion of NCR) Fujitsu (with 
ICL), NEC (with Bull), and Sie¬ 
mens (with Nlxdorf) have con¬ 
tinued to improved their posi¬ 
tions in computers, they have 
not yet had the same success 
in communications. 

The failure of the integrated 
services digital network 
(ISDN), a marriage of voice, 
data and video communica¬ 
tions, has cast further doubt on 
the co nv erge n ce concept 

The huge R&D expenditure 
squandered on ISDN has made 
manufacturers more circum¬ 
spect in the drive towards the 
next generation of high-speed 
broadband communications 
networks. Progress here is 
already being hampered by a 
lack of consensus on the appro¬ 
priate path to the advanced 
optical fibre networks of 
tomorrow. 

Perhaps the biggest uncer¬ 
tainty, however, hangs over 


the future of the intelligent 
network (IN) and of personal 
communications networks 
(PCN). 

By centralising intelligence 
in databases across the net¬ 
work, the IN bolds the promise 
to crack the software bottle¬ 
neck that has delayed the 
introduction of many new ser¬ 
vices. The IN also promises a 
graceful solution to toe grow¬ 
ing commonality between 
mobile communications and 
public networks. 

The paradox of the IN and 
PCN is that they require prod¬ 
uct development and system 
development that only the larg¬ 
est players can afford, yet soft¬ 
ware problem-solving and last 
minute marketing that only 
the smaller entrepreneurial or 
computer companies can pro¬ 
vide. Though each has so far 
been reluctant to cede control 
of toe own area of expertise, in 
time this paradox is likely to 
lead to a much higher concen¬ 
tration of links between tele¬ 
communications, computer 
and software suppliers. 


Denis Gilhooly 


CommunicationsWeek Interna¬ 
tional 


Profile: AT&T 




An adjustment 1^0 
to global ’ 


T MAB ! 


competition 


Since AT&T sold its overseas 
telephone manufacturing 
operations to FTT in 1935, toe 
company has bad its attention 
focused mainly on the US mar¬ 
ket. It was cushioned Horn 
domestic competition by regu¬ 
lations that allowed it to domi¬ 
nate its home market. 

Partly as a legacy of this, the 
company has made a slow start 
in global competition. Since 
the Bell System was split up on 
January 1, 1984, AT&T has 
had to adjust to the c halle nge 
increasing global competition. 

Manufacturing remains a 
vital part of its operations. It 
inher ited essentially all of Ma 
Bell’s manufacturing 
operations, including tele¬ 
phones, switches, cables, inte¬ 
grated circuits and computers, 
it also inheri ted the prestigious 
Bell Laboratories research cen¬ 
tre, which gave the world, 
among other things, toe tran¬ 
sistor and the laser. 

hi the US, the company is 
still protected from competi¬ 
tion with the Bells on the man¬ 
ufacturing front, although this 
may soon chang e. The Senate 
passed a bin this year to give 
the snaffled Baby Bells manu- 
ng rights, but final pas¬ 
sage of the legislation is by no 
means guaranteed. 

If a similar lffll is passed by 
toe House of Representatives, 
toe two will need to be recon¬ 
ciled before being signed by 
the president; and there is 
read belief that the pres¬ 
ent administration is opposed 
to tiie legislation. 

If the Baby Bells are allowed 
to miter manufacturing, it will 
have a substantial impact on 
AT&T. “The Baby Bells are 
tiie largest cohesive segment of 
the US consumer market, with 
about 75 per cent. 

“ft they were to develop the 
capability in manufacturing it 
will impact on AT&T," said 
Victor Krueger, vice-president 
of Dataquest. 

According to Mr Krueger, 
AT&T’s greatest manufactur¬ 
ing s trength lies in its central 
office switching business. “I 
would say it was their flag ship 
area." 

Central-office switching is 
used almost exclusively by 
telephone com panies for their 
internal networks. Richard 
McGinn, a senior vice-presi¬ 
dent of AT&T Network 
Systems, said that about 95 per 
cent of switching equipment 
world-wide went to telephone 
companies or PTTs. The 
ining 5 per cent is sold to 
multinational companies, 
as Boeing. 

Central-office switching ran 
be extremely lucrative, with 
high price-tags for initial 
installation. 

Keeping systems up to date 
by upgrading or retro-fitting 
older tines is also a consider¬ 
able money-spinner. 

Mr Krueger estimates that 
the world wide market for cen¬ 
tral-office switching Is worth 
about $8bn, of which AT&T 


commands about JL6bn, or 
half the US market 
To keep ahead of its competi¬ 
tors, AT&T spends heavily on 
research and development. 
According to Mr McCann, of 
the &5bn that the compa n y 
spends annually on research 
and development, switching 
and transmission accounts for 
about 65 per cent 
Mr Krueger believes the 
company’s greatest manufac¬ 
turing weakness lies in its 
international fibre-optic busi¬ 
ness, “which to date has been 
lacklustre. But AT&T is in 
this business for the 
long-term-" 

“For a company that has 
been, for years, the supplier to 
a captive market, AT&T has 
had to reposition itself to com¬ 
pete on a global basis. The 
company has generally 
improved its responsiveness 

and has made the transition 

fairly well but it is an on-going 
concern,” he said. 

AT&T suffered a number of 
setbacks in European the early 
1980s, and received a further 
blow when plans to buy a 
French equipment-maker fell 
through. However, its recent 
aTlianra with Italtel should be 
profitable, particularly as Italy 
is in the midst of modernisa¬ 
tion. 

AT&T’s recent acquisition 
of NCR, the computer-maker, 
is expected to help its 
long-term n m n nfa H t ir ing capa¬ 
bility. Computer technology is 
involved in almost all areas of 
telecommunications equip¬ 
ment 

For example, Mr McGinn 
said that NCR’s System 3000 
would help telecommunica¬ 
tions companies to replace 
front-office functions, such as 
billing. 

NCR’s co n trib ut ion to R&D 
is also expected to filter 
through to toe telecommunica¬ 
tions manufacturing of the 
business. NCR spent about 
3500m on R&D this year. 

Indeed, toe computer age has 
already had an impact on 
AT&T's manufacturing 
operations as a whole. “The 
distance between the factory 
and the customer is getting 
very small.” said Mr McGinn, 

“and there 4s a growing notiorfc.■ wi 
of the factory as a service* - ' - 
organisation. 

“Customers now have direct . f. 
input into factory work, 
because, with the new technal- r 
ogy, their participation is nec¬ 
essary for customisation work 
on a site-by-site, customer-by- 
customer basis.” 

Where engineers once 
worked in an inanity environ¬ 
ment they now work directly 
with customers. 

AT&T is also expanding its 
global network of factories. In 
addition to its manufacturing 
presence in toe US, it now has 
factories in the Netherlands, 
Spain, Taiwan and Korea; and 
this wfil probably expand. 
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Section 2 


In Section 2 of this survey, FT writers 
investigate the globalisation strategies 
of leading telephone companies. , 
In addition, progress in telecommuni¬ 
cations is examined across the world 







Bernard Simon on the mixed fortunes of Canada’s suppliers 






Northern Telecom rings the changes ^^ 


CANADA’S three most 
prominent telephone-equip¬ 
ment makers are in upheaval 
but each for a different reason. 

Northern Telecom, the big 
supplier of computerised 
switching and transmission 
equipment, is positioning Itself 
for an aggressive thrust into 
markets outside North Amer¬ 
ica. 

In a bid to focus attention on 
global marketing. Northern 
has made a series of new man- 


Mftel has moved to 
limit the damage by 
cutting its workforce 
by 15 per cent, and 
making other changes 
to tighten operations 


agement appointments and has 
undergone an internal restruct¬ 
uring. ItS international am hi 

tions took a step forward last 

March with the £L3bn (&2bn) 

acquisition of Britain's STC. 
The addition of STC, which has 
been integrated into North¬ 
ern’s European operations, will 
increase revenues from outside 
North America from a mere 6 
per emit in 1990 to about SO per 
cent 

The mood at the other two 
Canadian telecom equipment 
suppliers, Ottawa-based Mitel 
and Novatel Communications 


of Calgary, is much less expan¬ 
sive. 

Mitel which specialises In 
small and mid-sized office 
switchboards, is struggling 
under the twin clouds of a 
mediocre financial perfor¬ 
mance and efforts by its con¬ 
trolling shareholder, British 
Telecom (now BT), to seQ its 51 
per cent stake. Although BT 
decided to retreat from equip¬ 
ment manufacturing as long 
ago as March 1990, It has yet to 
find a buyer for Its shares. 

The only certainty Is that, 
when BT does sen, it will take 
a big loss on its C3320m 
(5280.7m) investment It bought 
its Interest in Mitel In 1968 for 
C|& a share-, towards toe end of 
August this year, Mitel was 
trading at CSL.20 a share after 
reporting losses for five consec¬ 
utive quarters. 

Mitel's chief executive, Mr 
Anthony Griffiths, acknowl¬ 
edges that BTs decision to put 
its controlling interest up for 
sale “became a distraction for 
management” at a time when 
the company was feeing fero¬ 
cious competition, especially in 
North America. 

Mitel has moved to limit the 
damage by cutting its work¬ 
force by 15 per cent, closing a 
faculty in Florida and making 
other changes to tighten Its 
operations. 

At the same time, ft has pur¬ 
chased one of its key US dis¬ 


tributors and is exploring joint 
ventures and alliances. A new 
range of desktop devices is due 
to be launched this autumn, 
and Mr Griffiths hopes that the 
company could be back in the 
black by early 1392. 

Troubles at Novatel one of 
North America's leading cellu¬ 
lar telephone manufacturers, 
surfaced last year when it 
revealed that a projected 1990 
It would turn out to be a 
loss, which was finally 


A growing slice of 
Northern’s products 
Is likely to be sourced 
from outside North 
America, especially 
the Far East 


reported at C$204m. 

That setback was especially 
embarrassing as It coincided 
with a privatisation share-issue 
by Novatel's parent, Telus 
Corp (formerly Alberta Govern¬ 
ment Telephones). Novatel's 
rosy projections had been 
included in the prospectus for 
the Telus share offering. 

The tall-out began almost 
immediately. German electrical 
group Robert Bosch putted out 
of a deal to buy an equity stake 
in Novatel which would have 
created a global marketing alli¬ 
ance. Novatel’s senior manage¬ 


ment was replaced. 

To reassure investors, Telus 
exercised an option to sell 
Novatel back to the Alberta 
government. The government 
has also given Novatel a size¬ 
able loan guarantee. Bnt Telus 
continues to run the company 
under a management contract, 
as it tries to regain momen¬ 
tum. 

Of the three Canadian equip¬ 
ment suppliers. Northern is 
clearly making the most prog¬ 
ress. It has succeeded in break¬ 
ing into a number of new mar¬ 
kets. ft gained its first order 
last summer for an intelligent 
network from the German 
Bundespost Northern has a l s o 
been awarded contracts for cel¬ 
lular equipment In five out of 
eight regions of Mexico. 
Thanks to STCs contribution, 
BT is now Northern's second 
biggest customer after Bell 
Canada. 

Dr Paul Stem, who took over 
as CEO in early 1989, has 
swept a wide broom through 
Northern, Several North Amer¬ 
ican factories are being closed 
to eliminate duplication 
between production in the US 
and Canada. A growing slice of 
Northern’s products Is likely to 
be sourced in future from out¬ 
side North America, esp ecially 
the Far East Dr Stem predicts 
that by further squeezing 
costs, gross margins could 
ettmb by up to five percentage 


points over the nert tew years. 

The corporate structure was 
shaken up last February. 
Responsibility for research, 
manufacturing and engineer¬ 
ing has been transferred from 
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the regional manage rs to three 
new global product groups, 
each with its own president 
reporting to Dr Stern. The 
three groups cover public net¬ 
works (cable, switching and 
transmission), private net¬ 
works (office systems) and cel- 
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By further squeezing 
costs, gross margins 
could climb by up to 
five percentage points 
over the next few 
years 


% 






lular and radio products. 
Northern arrived late in the 
cellular business, and is' work- 
tog hard to catch up. Four ■ 
graphic units, with resp 
tty for the us, Canada, 
and the Far East,' now 
marketing. 

The changes are designed. 
J»ys Dr Stern, to encourage 
rtttoy global thinking”. Ana* 
£ sta JS tt S on ’ iwwww, that it 
early to judge 
whether Northern will succeed 
to becoming a force la the 
kague of the internal 
industry. 
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ScrmiFmance 


Financing films and TV programmes 

Screen Finance is the authoritative newsletter 
on the film, television and video industries. 
Published fortnightly by the Financial Times, it 
is written by top journalists to form an invaluable 
business tool. 

Screen Finance has established a reputation for 
its in-depth, accurate and often exclusive 
reporting. It is written specifically to provide the 
industry with up-to-the-minute news and analysis 
on the financing, production, distribution and 
showing of feature films, major television 
programmes and videos worldwide. 

Available only on subscription. 

For further details and your free sample copy contact: 
Screen Finance, Marketing Dept. (Ref. FT), 
Financial Times Business Information, 

Tower House, Southampton Street, London, WC2£ 7HA. 
Tel: 071-240 9391, Telex: 296926, Fax: 071-240 7946. 
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NEWSLETTERS 


With the facts 

at 

your fingertips, 

there’s no limit i 
to what you I 

can achieve I 

At the touch of a button, you have instant 
access to vital business information from 
respected sources - without leaving your desk. 

All you need is a PC, a telephone line and 
access to FT PROFILE. 

FT PROFILE is an online database of 
some of the world’s leading media that you can 
search to pinpoint the vital facts you need- 
on key people, companies, competitors and 
potential markets - within seconds. 

Armed with this information, you’ll be 
able to make the right decisions ahead of the 
competition. 

To get your hands on this valuable source of 
business information, just complete and return 
the coupon below and if you can’t wait, call 
us now on 0932 761444. 
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The Greatest BarrierTIiey Had 
I) Overcome W\s Communication. 


It wasn’t the 23 miles of solid rock that 
thwarted their progress. Or the depth of the 
English Channel that challenged their will. 

The biggest obstacle was communi¬ 
cation. Coordinating each strenuous step. 
Resolving each difference of opinion. 

Pacific Telesis International understands 
the need for clear communications, and 


the importance of a strong partnership. 

Through its subsidiaries, Fhcific Telesis 
Group is often involved in communications 
ventures with local businesses around 
the world—in places like Germany, Japan, 
Fbrtugal, South Korea,Thailand and the 
United Kingdom. 

In the decade ahead,Telesi^products 


and services will make communications 
between people faster, clearer and easier. 
That’s not just idle talk. It’s the stated goal 
of a world leader in wireless technology. 

That’s why at FhcificTelesis Interna¬ 
tional, we salute people with the vision to 
see the future, and the determination to 
see it through. 


I would like all the information ar my finger t ips. 

Please scad me more details on FT PROFILE. 
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JOB TITLE 


TELEPHONE _ 

nature of business _ 


Na of employees 

□ under 50 □ 50-100 

□ 100 + 


I already use online 

□ fe 

□ No 


FT PROFILE, PO Box 12, Sanbtiry-oo-Thames, 
Middlesex TW16 7UD.Td 0932 WI444. 


BUSINESS INFORMATION 
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ERICSSON, the Swedish 
telecommunications equipment 
company, is not going to be 
diverted - at least not for the 
tune being - from the financ¬ 
ing of its long-term develop¬ 
ment programme by what it 
hopes will turn out to be a 
short-lived recession in its 
global markets. 

Lars Ramqvist, the forceful 
chief executive, is adamant 
that there is not going to be 
any drastic cutback in its over¬ 
all spending strategy, although 
the company may have to trim 
the proportion it spends on 
research and development 
costs relative to net sales, 
which looks like being more 
than 18 per cent this year. 

This year more than 
SKrlObn ($Lfibn) is being allo¬ 
cated by Ericsson to its techno¬ 
logical investment programme 
and although the figure Is 
likely to be lower in 1992 it will 
not be substantially so. 

Mr Ramqvist argues that the 
company has no real choice 
but to stick firmly by its broad 
objectives laid down in Erics¬ 
son’s five-year rolling pro¬ 
gramme. 

“We are forced to spend 
more than our main competi¬ 
tors because unlike them we 
have no strong home market 
or state support to help us 
through a recession. Ericsson 
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Important breakthrough into Germany 


has to stand out in the face of 
the open winds. We have to be 
more aggressive on the cost 
side than most of the others,” 
he explains. 

The cost burdens for Erics¬ 
son In remaining technologi¬ 
cally competitive are consider- 

*We are forced to 
spend more than our 
main competitors 
because unlike them 
we have no strong 
home market 1 

able. The investment required 
by the company for the adapta¬ 
tion of its phone switching 
systems is expensive because 
they must comply with the dif¬ 
ferent standards of specifica¬ 
tion required by the United 
States, Japan and western 
Europe. “We are the only com¬ 
pany that has had to meet all 
three of them at the same 
time," Mr Ramqvist paints out 


“It has meant the organisation 
of three separate research 
teams to carry through the 


WORLD TELECOMMUNICATIONS EQUIPMENT 
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“However, we are tm sebed- 
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Company 

Country 

1990 turnover 
(Sbn) 
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ahead," he claims. The new 
commercial digital eefhiiar sys¬ 
tem designed to ccsnply wtih 
new US technical standards 
will be ready by the and of the 
year, a month ahead of the 
competition. 

In (act, there is a good deed 
for Mr Ramqvist to be pleased 
about at the moment It Is true 
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that the company's pre-tax 
profits foil in the second quar¬ 
ter of this year by 37 per cent 
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Ericsson still enjoyed the sec¬ 
ond best half-year results in its 
history with a profit of 
SKrL77bn. Tim decline in prof¬ 
its can be accounted for by the 
increase during the six months 
of SKrl.l45bn In the size of 
technological development 
costs. 

“We are in a strong posi¬ 
tion,” insists Mr Ramqvist. 


“The company has delivered 
important orders on time.” He 
points proudly to the honour¬ 
ing of the DM350m ($201m) 
contract made in May 1990 in 
alliance with the German com¬ 
pany Siemens for provision of 
the new OSM digital mobile 
cellular system to Manses- 
mann Mobllfunk of Dusseldorf. 
This represented an important 


says Mr Ramqvist. 

Same eyebrows were raised 
by a 20 per cent drop in Erics¬ 
son's order book during the 
first half of the year to 
SKr21.55bn which compared 
with SKr2RS2bn for the same 


breakthrough for the company 
into the lucrative German tele¬ 
communications market 
On July 12 name the inaugu¬ 
ration of the replacement sys¬ 
tem Installed by Ericsson in 
New Teak and New Jersey for 
Metro One, the mobile tele¬ 
phone operator. “This consti¬ 
tuted the world's largest 
replacement system to date,” 


is confident that the re wi ll be 
an upturn in orders during the 
next six months. He points out 
that the decline In confirmed 
orders was doe to delays in 
expected contracts like that 
with Telefonica In Spain. 

But new orders are coming 
in. In August Ericsson secured 
a SKr250m order from British 
Telecom through its UK-based 
engineering and construction 
company Ericsson Network 
Engineering to cover the con¬ 
struction of local telecommuni¬ 
cations networks In Edin¬ 
burgh, Bristol and Manchester. 

The lack of adequate tele¬ 
communication networks in 
eastern Europe and the former 
Soviet Union looks like being a 
serious obstacle to that area's 
conversion to a free market 


economy. But Mr Ramqvist is 
cautious about the potential 
for Ericsson In the ex-commu¬ 
nist countries. It is true that 
the company has established 
itself in a leading position in 
Hungary. The international 
transit exchange in operation 

The lack of adequate 
networks In eastern 
Europe may prove an 
obstacle to that area's 
conversion to a free 
market economy 

in Budapest is an Ericsson 
AXE system and the company 
has supplied the cellular 
mobile telephone NMT-450 sys¬ 
tem to the country which wiQ 
be expanded by the end of this 
year to an estimated 20,000 
subscribers. 

Hie company has also estab¬ 
lished a presence in Estonia, 
Yugoslavia and Russia. Its 
acquisition of 35 per cent of the 


Austrian company Schrack 
earlier this year in: alliance -. 
with a group of Austrian hanks 
has brought Ericsson back to 
what Mr Ramqvist calls “the 
Habsbuxg area”. It is possible 
this purchase could turn out to 
be a starting point for a wider 
sales offensive in central 
Europe. But be also expresses' 
concern - like other western 
company executives - about - 
“how we win get paid for our 
services” in the ex-communist 
countries. Until that crucial 
problem is resolved, it remains 
hard to see how Ericsson can 
build up a larger interest in 
those difficult markets...-. 

Indeed, the company will 
continue to think and act glob¬ 
ally. Ericsson has installed or 
is meeting an order for an esti¬ 
mated 45m lines of the AXE 
digital exchange in 81 coun¬ 
tries and it is wiling transmis¬ 
sion equipment to more th»m 
25 countries. 

“1 have two messages to give- 
on our road shows at the 
moment,” says Mr Ramqyist "I 
am sorry about the short-term 
prospects but our beard is 100 
per cent behind our strategy. 
We cannot run this company’s 
business by each quarter's 
results. We must think and 
plan long-term." 

Robert Taylor 


THE COMPLETE overhaul of 
eastern Germany's antiquated 
telephone network has deliv¬ 
ered a lucrative bonus to the 
hundreds of sub-contractors 
charged with carrying out 
installation work for the state- 
owned Telekom authority. 
Many of these private sector 
beneficiaries are companies 
based in western Berlin, who 
have found it easy simply to 
extend their operations into 
the neighbouring east 

Janowski is a small, private¬ 
ly-owned company in Berlin, 
which has seen business grow 
by more than 30 per cent in the 
past year, due to new contracts 
in the east The company car¬ 
ries out the practical installa¬ 
tion of telephone lines^ involv¬ 
ing everything from digging up 
roads to connecting hand-sets. 
Founded in 1970, Janowski has 
been a Telekom sub-contractor 
for 20 years. The company now 
also carries out installation 
work for Siemens, another 
Telekom sub-contractor. 

Managing director Jens Gor¬ 
niak (who set up the business 
with a partner) is now even 
contemplating moving the 
company from its base in a 
leafy, west Berlin suburb to 
the east “Around 50 per cent 
of our work is now in the east, 
and there are generous tax 
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East’s antiquated network a lucrative bonus 


breaks for companies settling 
there,* he says. Janowski has 
taken on 15 new employees in 
the east, who now make up a 
third of the total work force. 
The company has night- nfftreq 
In the east, from which it car¬ 
ries out nearly 4,000 new line 
connections a month. 

Relations with the Telekom 
authority are good. Telekom 

'Around 50 per cent 
of our work Is now In 
the east 1 

divides up installation work 
into parcels for which subcon¬ 
tractors then bid, with the low¬ 
est bidder often winning. 
Alongside established western 
firms, there are now numerous 
eastern German companies 
bidding for Telekom business. 
A common complaint from 
western companies is that east¬ 
ern competitors can put in low 
bids, because their running 


costs are lower, due to gener¬ 
ous government employment 
subsidies. 

One western company, the 
MBM group based in Munich 
bat with offices across Ger¬ 
many. initially stormed bidding 
for work in the east, as they 
could not compete with local 
firms there. ■ 

“The competition is certainly 
fierce, but the eastern firms 
still lack the tonhninal know¬ 
how," says Mr Gorniak. 

However, Mr Gorniak 
believes that the sheer volume 
of work in the east means that 
there is enoug h business to be 
shared around the private sec¬ 
tor. “We are starting from 
scratch over there.” he says. 
“Our workers have dug up old 
lines from the 1930s which are 
worse than useless. Over there, 
the state, the party, tbs army, 
the secret police and the top 
firms all had their own sepa¬ 
rate functioning telephone 
systems. This now has to be 
unravelled and replaced by a 
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Revenue 

(USSm) 

R&D 

(USSm) 

R&D as K 
of revenue 

AT&T 

38,100 

2.852 

7.3 

Alcatel 

8.200 

800 

9.6 

Siemens 

5,100 

650 

12.7 

NEC 

4.100 

108 

2.6 

Northern Telecom 

4,800 

588 

12J2 

Ericsson 

3.800 

300 

9.1 

Motorola 

3,100 

270 

8.7 

GPT 

2^00 

210 

9.1 

GTE 1 

1,600 

130 

8.1 

Fujitsu 

2,000 

251 

12.5 

Nokia 

1,575 

80 

5.1 
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modem integrated network.” 
He Is optimistic for the fixture 
and believes that in five years' 
time eastern Germany will 
have one of the most modem 
artworks in the world. 

hi answer to the criticism 
levelled at Telekom that work 
in the east is progressing too 
slowly and hindering invest¬ 
ment, Mr Gorniak sides with 
the authority: “They know 
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what they are doing, and it is 
just not possible to speed 
thing s up." This Is not an opin¬ 
ion shared by all subcontrac¬ 
tors. A manager with another 
firm, who did not wish to be 
named, believes Telekom is 
still not moving fast enough. 
“They have this authoritarian 
way of doing things. They are 
in control, and the rest of us 
Just have to foil in line and 


grab the business we can,” he 
said. 

Other big subcontractors, 
however, tend to agree with Mr 
Gorniak's assessment Klaus- 
Peter Getz, managing director 
of the Berlin subsidiary of the 
Quanta grotto, says; “We have 
reached full capacity In Ger¬ 
many now. There simply are 
not enough installation work¬ 
ers to do the Job. These eastern 
companies coming up now not 
only lack the fayftiiiwri know¬ 
how, but are less efficient. It 
takes them two to three times 
longer to do the job.” 

The Quanta group, whose 
headquarters are in Wuppertal, 
western Germany, is oik of the 
largest manufacturers of tele¬ 
phone equipment in Germany, 

as well ac a leading fna ta Hatton 
contractor. Telekom buys most 

Of its tplaphnng bOKBS and rfia . 

tributtan systems from Quanta. 
The company recently set np a 
sales centre In Leipzig in east¬ 
ern Germany, but the installa¬ 
tion work In the east is still 


organised from west Berlin and 
Wuppertal. 

Quanta has been in western 
BerHn. for 20 years, and now 
employs 250 people in its man¬ 
ufacturing and installation 
divisions. Around 70 employees 
are now working in the east, 
which accounts for 30 per cent 
of business. The Berlin subsid¬ 
iary's turno v er in the last year 

*We have dug up old 
lines from the 1930s 
which are useless.’. 

was DM22m ($l3m) 18 per cent 
of which Mr Gatz credits to 
work in the east 
One of the company’s big¬ 
gest contracts is the laying of 
fines between eastern and 
western Berlin. “We call this 
Klondike 2,” Mr Gatz jokes. 
“The whole industry is going 
through a gold-rush fever.” He 
does not however, believe that 
the eastern network will be 


one of the best in the world. 
“It's all very provisional..We 
are laying overhead lfa** car¬ 
ried on masts, which is some¬ 
thing we have not done in the 
west for years,” fas says. Mr 
Gatz believes that in a few 
years’ time one will have to 
replace the eastern network. 
Once a gain. 

For Quanta this can only 
wiftan more business. “The 18 
per cent of turnover from the 
east last year does not yet 
include the big contracts we 
have picked up In recent 
months. Our business in the-' 
east is set to expand dramatic¬ 
ally," Mr Gatz says. 

Looking to the future, Mr 
Gorniak says that his company 
intends also to expand farther 
into the east, and that in a few 
years’ time Janowski will be 
essentially eastern-based and - 
-orientated. He is now also 
looking at some of the new 
eastern companies emerging 
with a view to buying one or 
them or going into a joint ven¬ 
ture. The opening of the east, 
he says, was a godsend for Jan¬ 
owski and other small tele- 
phone-installation companies 
which have now been propelled 
out of their Berlin isolation 
into lucrative new markets. ' - 

Frederick StOdermuui 




Yesterday we were a regional communications company. 
Today our region’s a little larger. 




WORLDS 


Ameritech began as the parent of the Beil companies that 
serve the Midwest, the most information-intense area of the 
United States. Recognized as a leading communications com¬ 
pany, Ameritech is a $22 billion corporation that today brings 
its technological leadership and financial strength to all cor¬ 
ners of the world. 

In addition to pioneering fiber optic and ISDN technologies 
in the United States, Ameritech gave customers the world’s 
first mobile telephone network. The company now is behind 
such innovative projects as bringing cellular technology to 
Poland, acquiring the Tblecom Corporation of New Zealand 
and expanding a host of international services. 

Solutions that work: The commitment to successful 
innovation has helped the company surpass $10 billion in 
annual revenues and achieve the highest return to equity of 
comparable firms. This philosophy continues to drive Ameri¬ 
tech forward, leading the world in meeting customers’ needs 
with advanced technology and giving a strong total return to 
our shareowners. For a copy of our Annual Report or other 
information, call Ameritech investor Relations at 
312/750-5353. 
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The Communications Companie s of Ameritech: 

Illinois Ball 
Indiana Ball 
Michigan Ban 
Ohio Ball 
Wisconsin Ball 
Amerttaeh AucRotex Sanrlcm 
Ameritech Credit 
Ameritech Development 
Amerttaeh Information Systems 
Amerttaeh International 
Amartfach Mobile Communications 
Ameritech Publishing 
Ameritech Services 
The Tlgon Corporation 
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The 1980‘s witnessed the birth of the ’ 
personal computer which set the tone far 
the whole decade. Just as the 80's was the - 
decade of the computer, the 90's will be . 
the decade of telecommunications. 

Mobile communications wiD evolve - 
to to a mass service wtih mobile telephones V 
nearly os common as ordinary phonesare - 
today. Advanced Intelligent Network 
technologies wffl breathe life into the'V 
ordinary telephone network, providing'., 
new, ve rsat i le services to businesses and s 
residential users alike. The promises of 
fibreoptieswifl be realized, breaking down ' = 
the last barrier to the high-speed, high- 
capacity networks needed for data com- • 
nnwica dons and HDTV. V..-* 

Few co mpan ies are as well poised as r 
Nokia Go fulfil the potential of the ^r. 

of telecommunications. Nokia hAs. 
established itself as a leading competitibve . '. 
supplier to network operators and end- . 
users worldwide Nokla's expertise spkhs" 1 
tefeconmnmications, fibre optics, ccrat-' ■ 
awmer electronics and mobOe end-user-.-^ 
equipment. 

with innovative technology and.’: 
flniaetal fKources to match (skfesjlS “ 
bUIion USD), Nokia creates competitive ' 
solutions That bring the world of com, ;i J 
munications within your reach. ^ 
See Nokia«t Telecom 9L 
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EXECUTIVES at NEC often 
say. they operate in a single 
business sector* that of oom- 
pntere and communications 
.vtthanta clear separation of 
thn- two. However, Mr Toshiro 
Ku n i h iro. senior executive 
vice-president, explains that 
customers seeing computers 
and, communications equip- 
ment in an integrated package 
generate only about one per 
cent of total aaig* 

Clearly, computers are still 
separate from co mmunicatio ns 
Nevertheless, NEC is striving 
to integrate computer and 
microchip businesses with its 
telecommunications products 
in order to enhance the value 
oT those products and boost 
profitability. 

“Computers and commuxuca* 
dons* is the company motto 
conceived by Mr Kqji Kobay- 
ashi, former chai rman in the 
1970s. While "C&C” is on the 
right track, Mr Kunihiro, who 
oversees the communications 
sector, stresses that the com¬ 
pany is considering a new way 
of doing thongs. 

He explains: “In the telecom 
field, we have mostly been 
working on voice-oriented 
equipment, but personal com¬ 
puters are becoming more 
important as a means to com¬ 
municate. In computers, we 
used to do business based on 
proprietary products, but open 
systems are becoming popular. 
We have roughly 200 member 
companies under the NEC 
umbrella, most of which are 
folly owned units” 

“Because NEC has so many 
scattered independent compa¬ 
nies supporting its business 
across the globe, our manage- 
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“REFOCUSING" is a word 
frequently on the Ups of Josef 
Cornu, executive vice-president 
of Alcatel, Europe’s biggest 
telecommunications group. 

The strategy was devised in 
1966 when the group - merged 
out of the telecoms interests of 
privatised French engineering 
giant CGE, and ITT of the US 
- began a programme of dis¬ 
posals and acquisitions which 
in the words of Mr Cornu 
“sought to refocus Alcatel into 
telecoms’ most dynamic 
growth areas”. 

These included a number of 
key sectors - particularly in 
public switching and terminal 
equipment - which, had a high 
level of potential expenditure 
from national telecoms opera¬ 
tors. 

With Alcatel strongly linked 
to the French authorities, forg¬ 
ing links with other countries’ 
leading suppliers was a lucra¬ 
tive route to take. More than 
half the group's sales are 


ment is trying to define more 
clearly where the parent com¬ 
pany and its subsidiaries are 
going. We need to integrate our 
technologies, while at the same 
time decentralising our deci¬ 
sion-making process by placing 
more responsibilities with sub¬ 
sidiaries.” 

NEC is attempting to move 
beyond “C&C", which in 
Japan has a dated connotation. 
Its "NEC Super 21” pro¬ 
gramme, r unning through mid' 
1992, focuses on formulating an 
innovative corporate vision. 
Like IBM, Japan’s largest 
maker of personal computers 
and communications equip¬ 
ment Is groping to redefine its 
mission. 

Hitherto separate divisions 
have marketed computers, tele¬ 
communications equipment 
and semi-conductors. Until 
recently the system worked 
well. Now real integration is 
required to capitalise on oppor¬ 
tunities promising high profit¬ 
ability because date-processing 
and telecommunications prod- 

Japan’s largest maker 
of communications 
equipment Is groping 
to redefine its mission 

ucts are on the brink of merg¬ 
ing. 

Mr Kunihiro boasts that 
NEC is the only company in 
the world's top five with com¬ 
mand of the three pillars of 
commercial high-technology. 
"In microchips NEC is the 
number one supplier, in com¬ 
puters it is fourth, and in com¬ 
munications equipment num- 


dertved from gove rnments, or 
government-owned organisa¬ 
tions. 

Another driving force has 
been the increasing amount of 
software in telecoms equip¬ 
ment which in turn has been 
reflected in the company’s 
R&D commitments. This has 
also motivated the company's 
MSA policy Which ^ nq smip it 
to link up in areas where its 
know-how is weakest 

Productivity among 
the company’s 118,000 
employees showed an 
8 per cent rise last 
year 

“Our policy over the last five 
years has been to concentrate 
on our core businesses.” says 
Mr Cornu, “hi 1987, 20 per cent 
of our turnover came from 
non-core business, but by last 
year, it had fallen to around 8 
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Profile: NEC 


Synergy dictates integration 



her five,” explains Mr K unihir o 
adding that NEC’s microchip, 
computer and communications 
sectors are assisting and giving 
each other benefits. 

To maintain this synergy, 
NEC will continue boosting its 
R&D. In the year ended March 
31, 1991, NEC raised its 
research, development and 
engineering (RD&EJ expendi¬ 
ture to Y629bn ($4bn) a 14 per 
cent increase over the previous 
year and a level amounting to 
17 per cent of sales (R&D is 10 
per cent of sales). Mr Kunihiro 
also says that the company’s 
joint research with Nippon 
Telegraph and Telephone Corp. 
(NTT) remains “extremely 
valuable to NEC.” 

Communications systems 
accounted for 28 per cent of the 
company’s sales in the last fis¬ 
cal year with an annual 
growth rate of 12 per cent and 
outpacing consolidated net 
sales, which increased per 
cent. Its worldwide sales of 
communications equipment 
readied 1,040 bn yen 

Japan’s leading semiconduc¬ 
tor makers, including Toshiba, 
Fujitsu, Hitachi and NEC. use 
knowledge acquired in world¬ 
wide microchip design systems 
to further their communica¬ 
tions network capabilities. 

For the Japanese electronics 
giant, the Global and Inte¬ 
grated Information System for 


NEC Semiconductor Group 
helps the company control 
microchip production and mar¬ 
keting via hook-ups to produc¬ 
tion facilities including those 

in Roseville, California, and 
Livingston in the UJL The sys¬ 
tem allows NEC to understand 
better the needs of its custom¬ 
ers. 

One of the main differences 


in NEC’s approach to the com¬ 
munications market instep and 
outside Japan is the nature of 
its computer sales. “In Japan 
we have a very strong installed 
base of computers, so it is rela¬ 
tively easy for us to obtain 
more customers for private 
branch exchanges or PBXs.” 
Mr Kanihiro observes. He is 
optimistic about collaboration 


as a means to expand its PBX 
market, saying: “In the U.S., 
because NEC does not make 
and sell IBM-compatible main¬ 
frames, our computer customer 
base is not big". 

As for IBM, he observes that 
it hart "difficulties in acq uiring 
telecom" capabilities. 

“First, IBM developed its 
own PBXs, but they didn't sell 
very well, and later IBM pur¬ 
chased Rnim, but that didn't 
work so well either. NEC and 
IBM decided to approach each 
other, with the goal that by 
co-operating the two compa¬ 
nies’ interfaces for PBXs could 
work together. We had previ¬ 
ously arranged such collabora¬ 
tion with IBM Japan Ltd.” 

NEC is using its Japanese 
PC market share of around SO 
per cent to leverage its way 
into the value-added network 
(VAN) sector. In Japan, the 
company initially had diffi¬ 
culty in generating profits in 
this field, but subscribers to 
the PC VAN connected to its 
date bases now exceed 200,000. 
With about 4m PCs installed in 
Japan Mr Kunihiro foresees 
plenty of room for growth. • 

In addition to its work with 
IBM, the Tokyo-based company 
is cooperating with AT&T of 
the US. 

NEC’s senior executive 
vice-president comments: “We 
are experiencing good progress 


Profile: ALCATEL 


Focus on core business 


per cent and it will continue 
to fall as we make further 
acquisitions In our core areas.” 

Alcatel abandoned consumer 
electronics in 1988 when it dis¬ 
posed of Ks interests in per¬ 
sonal computers and television 
manufacturing. The group now 
has five b usiness divisions: 
network systems, which 
accounts for 37 per cent of 
sales, cable (28 per cent), busi¬ 
ness systems (17 per cent), 
radio, space and defence (10 
per cent), and professional 
electronics (8 per cent). 

Initial problems over com¬ 
bining the overlapping inter¬ 
ests of ITT and Alcatel - par¬ 
ticularly in public switching 


- have now been largely 
solved, according to Mr Cornu, 
while there is "full synergy" in 
transmission. 

The company, which is 
quoted on the Paris bourse 
through its parent company, 
the recently-named Alcatel-Als- 
thom, has a reputation with 
analysts as a solid performer. 
Return on sales has grown 
steadily from 2.4 per cent in 
1967 to 5 per cent in 1990. Net 
profit rose by 23.7 per cent last 
year to Ecu59L6m ($698m) on 
sales of Ecul3.4bn. Operating 
profit in public network 
systems leapt 57.5 per cent to 
Bc nC22m 

But operating profits in the 


business systems sector 
dropped 60 per cent to Ecu40m 
after fierce competition 
prompted a round of price cuts. 

Productivity among the com¬ 
pany's 118.000 employees 
showed an 8 per cent rise last 
year on a revenue-per-person 
basis, but Mr Cornu a dmits 
that the company still has 
savings to make. “We are st3i 
setting money aside for 
restructuring and productivity 
has to improve further,” he 
says. 

Underpinning the company’s 
sales growth has been a series 
of takeovers and alliances 
which have concentrated 
Alcatel's efforts. The deal with 


Italtel, Italy’s biggest producer 
of telecoms equipment, to 
develop a 900mhz cellul ar radio 
telephone, not only brought 
the company valuable R&D 
experience but also gave it bet¬ 
ter access to Italtel's owners, 
the Italian grtvp mrripnt In sat¬ 
ellites, a merger with the 
French state-owned Aerospat¬ 
iale produced the world’s sec¬ 
ond largest satellite manufac¬ 
turer. 

This year the company has 
struck two more spectacular 

deals. The first, a merger ear¬ 
lier this year with Flat's tele¬ 
coms subsidiary Tetettra, gave 
the group a 55 per cent stake in 
the Italian transmission mar¬ 


in our work together with 
AT&T's microchip sector and 
now use AT&T chips in optical 
transmission equipment as 
well as cellular phones and 
base stations.” AT&T’s design 
centre and some Bell Labs spe¬ 
cialists in Tokyo are helping to 
design NEC's specifications 
into their eMps 

In the broadband sector, 
NEC is supplying systems to 
long-line companies in the UJ3. 
It sees the industry as 

especially promising, because 
of the need to send images 
- a capability not so much 
de m a n ded by the the financial 
services industry. Teleconfer¬ 
encing is still the sector which 
Ur Kunihiro regards as the 
principle area in which the vol¬ 
ume of bandwidth-intensive 
services can be increased. 

The problem is that so Ear 
there is no standard in modu¬ 
lating and demodulating the 
picture, so there is no real con¬ 
nectivity of equipment sup¬ 
plied by rtHTwynt manufactur¬ 
ers," Mr Kunihiro says. In 


An up-and-coming 
area for NEC is 
radio-transmissfon-type 
personal computers 


broadband-integrated services 
digital network (B-ISDN), most 
of NEC’s systems sales are to 
power utilities like Tokyo Elec¬ 
tric Power which use the 
systems to send computer- 
aided design (CAD) data. 

An up-and-coming area for 
NEC is so-called radio-trans- 
misskm-type personal comput¬ 
ers. Mr Kunihiro recalls: “At 


ket and an 80 per cent share in 
Spain - although the Euro¬ 
pean Commission attached 
strings to the Spanish part of 
the deal, ruffling Alcatel’s 
feathers. “It left us with a very 
bad taste in our mouth”, says 
Mr Cornu. 

The second deal was the 
$S25m purchase of Rockwell 
International’s transmission 
network division which tripled 
Alcatel's share of the US trans- 


Alcatel’s eyes are now 
focusing’ on the next 
big prize In European 
telecoms - digital 
mobile phones 


mission market to 15 per cent 
Forays into the emerging 
markets, especially eastern 
Europe, have also bolstered the 
balance sheet. Last year the 
group si gned a deal with the 
Soviet Union worth an esti- 


xm 


first we thought radio-trans¬ 
mission PCs would be bought 
test like tegular PCs. But we 
immediately found that radio- 
transmission-type PCs are not 
commodities. NEC learned it 
must sell the entire concept 
and support system.” 

Another system that should 
spark greater sales of commu¬ 
nications packages is that of 
“new media" products. Includ¬ 
ing terminals that support 
video text services. NEC 
recently set up a division to 
supervise this market and is 
focusing on bringing out homo¬ 
use terminals under about 
$3,500. Mr Kunihiro acknowl¬ 
edges that new media termi¬ 
nate, and even high-definition 
televisions (HDTV’s) could be 
slow in coming. 

Another tough market is vid¬ 
eophones. For NEC, the prob¬ 
lem is not so much technical 
bottlenecks in new media, 
HDTV, videophones and 
B-ISDN services. The systems 
can be manufactured and 
improved upon. 

However, demand is small 
for these emerging products 
because customers do not see 
the value of paying for expen¬ 
sive terminate and monthly 
service bills, particularly when 
the software that supports 
such systems remains primi¬ 
tive. 

Any dramatic moves beyond 
“C&C” necessitate that NEC 
boosts levels of support soft 
ware that will add value to tiie 
stylish and clever data-process- 
tog and transmission gadgets 
of tomorrow. 


Nell W. Davis 


mated S 2 JJbn to supply digital 
phone lines over the next 20 
years. 

Joint ventures in Poland, 
eastern Germany, Hungary 
and Yugoslavia will take its 
eastern European turnover to 
an estimated $250m in 199L 

Alcatel’s eyes are now 
“focusing” on the next big 
prize in European tele¬ 
coms — digital mobile pt*™™** 
Twenty-three countries have 
agreed a common transmission 
standard - Groupe Spdriale 
Mobile (GSM) - which cranes 
into effect later this year. 
Alcatel has teamed up with 
Nokia of Finland and AEG of 
Germany to develop GSM 
infrastructure for a market 
which it is forecast will be 
worth $3bn a year by 1997. 
With contracts often being 
awarded on a national bads, 
Alcatel’s network of alHaneaw 
should hold it in good stead. 

Christopher Price 
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See us at booth #5101 in hall 5. 



We’re out of the woods 
and on our way. 


Some say the fun is getting there: At NTT, wtfd 
say it’s knowing where you want toga Through 
B-ISDN, to a future of Hyper Networking. 

In Japan, NTT has already installed over 
30,000basic-rate ISDN circuits. By March, 1992, 
we expect that number to reach 70,000or more 
In June, 1989, we launched INS-Net 1500, 
our primary rate service. Wre Japan’s laigest 
common carrier, and we’ve made a public commit¬ 
ment to using B-ISDN technology to bring a 
whole new world of Visual, Intelligent & Personal 
communications services to all parts of Japan 
—within the next 15 years. 


NTT 
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Mark Newman looks at competition in the satellite industry 


Profile: INTELSAT 




Battle for the open skies Keen eye on competitors^ 


THINGS ARE hotting up in the 
satellite market. Competition 
is beginning to emerge to the 
three organisations owned by 
the PTTs - the state-owned 
operators that control most 
teTanfwnminiirfltl nns satellites. 

The full range of services 
satellites can offer is becoming 
available as c ompanies other 
than the PTTs are allowed to 
meet users’ requirements. 

Companies such as Orion 
and PanamSat of the US and 
Teleport and British Aerospace 
in Europe ar e nib bling at the 
territory the PTTs have tradi¬ 
tionally riaimBri- 

Tbeir goal is an “open skies" 
policy where satellite operators 
can compete on equal terms. 
While this Ls some way off, 
important battles are being 
won ami Intelsat, Eutelsat and 
Inmarsat could soon face a 
competitive market 

Intelsat is the oldest and 
largest of the three. It was set 
up in 1964 and is owned by 119 
countries which use It for 
domestic and international 
communications requirements. 
Eutelsat is slightly newer, 
being set up in 1977 to provide 
intra-European communica¬ 
tions. 

ft has 28 members. Inmarsat 
differs by providing maritime 
aniT aero nautical rather than 
just terrestrial services. It was 
set up in 1979 and has 65 mem¬ 
bers. 

The three organisations, 
however, are all owned by 
their users - the PTTs - and 
any private satellite operator 
that wants to use their satellite 
services must apply through 
their PTT. 

PTTs view private satellite 
operators as their competitors 
and have not been keen to help 
them on their way. Few coun¬ 
tries allow private satellite 
opera tors to compete with the 
PTTs. 

Pressure for liberalisation 
has come from the US where 
PanamSat and Orion have 
been urging the Federal Com¬ 
munications Commission 
(FCC) to relax the terms under 
which they are allowed to oper¬ 
ate. 

But over the last year, atten¬ 
tion has turned to Europe and 
the European Commission's 
green paper on satellite com¬ 
munications. 

The commission believes 
that than should be competi¬ 
tion In both the space segment 
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Reaching (or the sky: Cable & Wireless satellite dish In the Seychelles 


- the launching and operating 
of satellites - and the earth 
segment providing services 
using these satellites. 

The message seems to be get¬ 
ting through as far as the earth 
segment is concerned. The UK 
set the pace by licensing seven 
companies to provide one-way 
satellite services in 1988. 

Germany took matters a 
stage further last year by licen¬ 
sing companies to provide 
two-way services, and the UK 
France and the rest of Europe 
will follow the German exam¬ 
ple over the next one to two 
years. 

But what services will these 
companies offer, and who will 
he their customers? The only 
direct customers of In telsa t 
and Eutelsat are the PTTs 
which use the satellite capacity 
to provide long-distance com¬ 
munication where it is imprac¬ 
tical or uneconomical to lay 
cables. But the satellites are 
also used for television distri¬ 
bution. 

US technology mak es it pos¬ 
sible for private companies to 
use satellites to connect their 
different branches or trading 
partners. 

This market for very small 
aperture te rminals (vsat) has 
been largely ignored by the Ifs, 
hut companies such as Ren¬ 
ault, the French car manufac¬ 
turer, which has plans for a 
pan-European vsat network, 
are forcing competition. 

In the old East Germany, 


where the antiquated tele¬ 
phone network is providing an 
obstacle to business, satellites 
are providing an ideal short 
term solution. 

A satellite network connect¬ 
ing businesses in Bonn and 
Berlin can be put up in days. 
In the US, vsat networks have 
been used by some corpora¬ 
tions for almost a decade. 

Private companies offering 
satellite services to business 
customers in Europe have to 
use the satellites operated by 
Intelsat and Eutelsat But the 
co mmissio n's desire for compe¬ 
tition in the space segment 
could mean that they will soon 
be able to launch and operate 
their own satellites. 

The two organisations are 
being forced to think hard 
about how they operate. They 
are currently beset by cumber¬ 
some decision-making pro¬ 
cesses which will have to 
quicken If they are to respond 
to competition. This may mean 
developing corporate identities 
to give the organisations a 
harder commercial orientation. 

Inmarsat is not excluded 
from the threat of competition. 
In Europe, Euleltracs, a joint 
venture between Alcatel Qual¬ 
comm and Eutelsat, launched a 
messaging service earlier this 
year for companies such as 
long-distance haulage firms 
that need to keep in touch in 
remote locations. 

The US version of Eutettracs, 
Omnitracs, has been in opera¬ 


tion for some time. 

Meanwhile, the American 
Mobile Satellite Corporation 
(AMSC) is preparing for what 
is potentially a much larger 
project with the lannch of 
three satellites starting in 1994. 

Two other companies that 
might have competed with 
Inmarsat have gone bankrupt 
Geostar in the US and Locstar 
In Europe had planned to 
launch satellites and provide 
mobile satellite services but 
neither could win financial 
guarantees because of the high 
start-up costs and the threat of 
competition. 

There is another cloud on 
the horizon not just for mobile 
satellite operators but for tele¬ 
communications satellites gen¬ 
erally. 

Advances in optic fibre tech¬ 
nology. enabling thousands of 
telephone calls to be passed 
simultaneously along the same 
line, mean that satellites may 
not always be the cheapest and 
most effective means of inter¬ 
continental communications. 

The world’s largest telecom¬ 
munications operators such as 
American Telephone and Tele¬ 
graph, BT, Deutsche Bundes- 
post and Cable and Wireless 
are moving ahead with plans 
for laying trans-Atlantic, trans- 
Siberian and Europe-Asia optic 
fibres. 

They would not be making 
such plans if they did not 
think optic fibres were as com¬ 
petitive as satellites. 



Three hundred years ago, we Dutch were already aware of what we could achieve with 
technology.This awareness has never dimintehed.lbday, we’re still developing some of the world’s 
most sophisticated solutions. Solutions in the field of telecommunications, for example. Demon¬ 
strated by PTT Telecom Netherlands at Telecom *91 in Geneva. Actual, workable solutions. 

Well show you what it means to have an entire Pan-European managed data network 
at your disposal. We’ll let you see how your organization can use Worldwide Virtual Private 
Networks to its best advantage. And how you can benefit from EDI and ISDN. 

We’ll demonstrate just how flexible videoconferencing and satellite communications can 
be. Well explain the short-term impact of fiber optics. And we’ll show you how your telecommuni¬ 
cations can be smoothly integrated into, existing processes. 

In short, we’ll be demonstrating solutions that are flexi¬ 
ble, compatible and reliable. And developed by people who take . 

pride in creating realistic, worldwide technologies for the future. International by nature 



INTELSAT, tbe international 
communications consortium, is 
one monopoly which keeps a 
sharp eye on its competition. 

The only countries in the 
world which do not use Intel¬ 
sat satellites to carry at least a 
portion of their international 
telephone traffic are Andorra, 
Albania and Mongolia - 
aithnngh these latter two hope 
to join Intelsat 

In addition to the 121 mem¬ 
ber countries, 60 others are 
Intelsat users. The Soviet 
Union is the latest to sign on 
for membership - Poland and 
Hungary are in the process of 
jo ining . Almost 40 countries 
use Intelsat transponders to 
provide their domestic tele¬ 
phone service. 

Stiff, Intelsat feels the beat 
of competition. Snapping at its 
heels are government-owned 
regional satellite systems and 
two privately-owned systems: 
Pan American Satellite (Pan- 
AmSat), a Connecticut-based 
company which offers business 
services between the US and 
Latin America; and Asiasat, a 
year-old system servicing the 
Indian Ocean region. 

The greater threat to Intelsat 
may come from the ocean 
floor. Fibre-optic submarine 
cables have increased substan¬ 
tially the capacity of copper 
cables, and additional higher 
capacity fibre-optic cables are 
planned. 

Intelsat was founded in 1965 
at the instigation of the then 
US President John Kennedy. 
He wanted both to win favour 
in the Third World during the 
heights of the Cold War but 
also to offer others the use of 
American space and telecom¬ 
munications technology. The 
organisation is still imbued 
with st rains of realism and ide¬ 
alism - a determination to 
compete and an awareness of 
the benefits to be derived from 
improved global communica¬ 
tions. 


The system has developed 
from a single satellite in 1965 
to a network of 15 satellites 
which beam telephony, televi¬ 
sion, f aranmiiB and data com¬ 
munications over more than 
2^00 separate communication 
pathways. As of April 1990. 
Intelsat carried almost 120,000 
full-time channe ls and more 
than 100 full-time leases for 
television, domestic and speci¬ 
alised business applications, 
submarine fibre-optic and anal¬ 
ogue cable restoration, as well 
as providing capacity for the 
International Maritime Satel¬ 
lite Organisation and UN 
peacekeeping operations. 

In the gleaming-silver futur¬ 
istic headquarters in Washing¬ 
ton, Intelsat officials study 
trends and plot competitive 
strategies. They have begun to 
offer “benefits for efficie^cies' , . 
Users which digitalise, making 
four channels out of one, pay 
only the cost of one channel. 


signals. This led to the estab¬ 
lishment of many domestic 
systems in place today. 
Would-be competitors com¬ 
plained Intelsat was “dump¬ 
ing” transponders to block tbe 
creation of separate systems. 

In 1987, Mr Rene Anselmo, 
chairman of PanAmSat, filed a 
suit against Comsat (the US 
national representative), charg¬ 
ing that it had employed "pred¬ 
atory pricing tactics” along 
with Intelsat to keep out com¬ 
petition. The suit alleges that 
Comsat “has caused Intelsat to 
build excess capacity using US 
rate payer guaranteed 
fin-i ds... and used this capac¬ 
ity to dump transponders on 
the international market" 

The courts have yet to agree 
with Mr Anselmo, and the suit 
ls being contested. Mr John 
Hampton, Intelsat’s acting 
director-general, says that the 
business downturn in the early 
1980s and more successful 


The greater threat to Intelsat may come from 
the ocean floor. Fibre-optic technology has 
greatly increased the capacity of cables 


Those which sign up for 
long-term commitments get 
lower prices. 

The competing satellite 
systems “are not making 
money”, says Mr Robert Kin- 
tie, Intelsat’s director of strate¬ 
gic planning. One regional sys¬ 
tem, he claims, has shown a 
profit only through “creative 
bookkeeping”; another because 
many of its old satellites “went 
off the books". 

With one innovation after 
another, the consortium has 
been able to offer new services 
while reducing its rates. 

In 1985, when entrepreneurs 
were clamouring for permis¬ 
sion to establish privately- 
owned separate systems, Intel¬ 
sat began to sell and lease sur¬ 
plus transponders for domestic 


launches than had been expec¬ 
ted had left the consortium 
with excess capacity. The tran¬ 
sponders were put on the mar¬ 
ket to recover costs. 

Growth has been strong 
since then and it is expected to 
continue. Now the concern is 
for getting sufficient capacity 
to meet the explosive demand, 
Mr Hampton says. 

Six years ago, Intelsat agreed 
to US demands to approve and 
co-ordinate the establishment 
of separate systems. However, 
on grounds of keeping the sys¬ 
tem from “si gnifican t economic 
harm”, it retained three-quar¬ 
ters of the business by reserv¬ 
ing the rights to all telephony 
and switched data. 

That decision is under 
attack. PanAmSat is petition¬ 


ing for the right to tan.l&p Bgff 
US telephone-swlicmre|ffl& 
work. Intelsat officials : 
see the need; they aayibffiSSg 
provide capacity toosaregagy 
cost” because ecbhcon^P^ 
scale allows the co^pactiirefa . 
operate most £ 

Intelsat's vast resource 
vide numerous advantage^. 
Planning is undsway Rkrd res¬ 
cue mission of /IntabkEVVl,. 
which failed to adrievwgBo&ta.. 
tionary orbit dhe to a^lahnch - 
vehicle malfunction; Themis-, 
sion is planned.faTAptitlSKL: 
on the maiden flight 
shuttle Endeav or^ during^ . .. 
which astronauts are to ckp-:- '■ “■ 
tore the satellite, fating ft fnfav \ 
the shuttle hay, attach a new; - 

motor and release it: 

Mr Kintie says that duly a)* j 
huge organisation,- like lutei-^ v' 
sat with world-class technical 
expertise could afford the. lois£* 
of a satellite and the $130 bl»: 
cost of the rescue.- Howevar/he^ 
and other Intels at nffiniflVa are t 
“seriously worried" "about com- ;* 
petition. They see vendors r 
moving from defence Indus- J 
tries into the space business, * 
and regional systems; moti- :• 
vated largely by political aims. 

“The worse they do, the 
more desperate they get to try ~~ 
to expand their base to cover 
their costs”, says Mr Kfaztie. • i 
“We have to be doubly vigilant; jA 
and competitive.0 V 
Although a monopoly, Intel¬ 
sat is driven by the demands of § 

its members for competitive f 

pricing. Some users, however, | 

claim the savings are not 
passed through Intelsat’s 
national representatives to ii> 
individual users. . 'jin 
A spokesman for “' AT&T * 
acknowledges that In telsat has 
achieved price reductions. I':: 
However, he says, only compe-. 
tltion from other systems will :1s _ 
ensure that the rates stay as.< ~ - 
low as possible. -gr.- . 
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PROVIDING communications 
in areas where this has previ¬ 
ously been impossible is the 
task to which Inmarsat, the 
65-member country co-opera¬ 
tive, is dedicated. 

The organisation was estab¬ 
lished in 1979 at the request of 
the International Maritime 
Organisation, which wanted to 
use satellites to provide an 
essential communications 
requirement for ocean-going 
vessels. However, Inmarsat is 
now developing services for 
aircraft, and remote regions 
not served by find telecom¬ 
munications links. 

Inmarsat’s eight satellites 
give virtual global coverage, 
except for the extreme polar 
regions and a narrow gap 
extending north-south through 
North America down into the 
south-east Pacific. Four new 
high-capacity satellites, known 
as Inmarsat-2, are being 
launched this year; a further 
four, Inmarsat-3, are due to be 
launched in 1994 and 1995. 

While new satellites provide 
more capacity, technological 
advances in services and sub¬ 
scriber equipment mean an 
increasing number of people 
can afford Inmarsat services. 

Last January, Inmarsat 
launched a new messaging ser¬ 
vice called. Inmarsat-C, which 
is cheaper and smaller than 
the traditional Ihmarsat-A ser¬ 
vice. This means that fishing 
boats and small cargo ships 
ran now maintain vital linltq 
with their onshore businesses 
and distress services. 

The importance of Inmar- 


Profile: INMARSAT 


In touch around 
the world 


sat-C is not restricted to mari¬ 
time applications, however. 
Companies such as Toshiba of 
Japan are developing inmar - 
sat-C terminals that are no 
bigger than the average brief¬ 
case - ideal for those such as 
journalists, aid workers or oil 
exploration teams whose work 
takes them to remote areas. 

Mr Jai Singh, Inmarsat's 
general manager far land-mo¬ 
bile services, says that 43 per 
cent of the 2,000 IunarsatrC 
subscribers come Into this cat¬ 
egory, and he expects there 
will soon be more land-mobile 
than maritime users. Inmarsat 
services for land-based users 
look set to become even more 
popular when the Ihmara at-M 
service is launched at the end 
of 1992 or early in 1993. 
Unlike Inmarsat-C, this service 
wifi offer voice and data com¬ 
munications. 

Internal forecasts indicate, 
however, that the land-mobile 
sector across the full range of 
Inmarsat services will not be 
as important as the maritime 
and aeronautical markets. 
Maritime communications still 
account for 80 per cent to 85 
per cent of Inmarsat’s reve¬ 


nues, according to the organi¬ 
sation's director-general, Mr 
Olof Lundberg, while demand 
for aeronautical services ls 
expected to grow rapidly. 

Mr Lundberg believes every 
airline will soon have an 
in-flight telephone service. In 
the Inmarsat vision of the 
future, there will be a tele¬ 
phone Installed on the back of 
every seat that can used by 
any passenger who owns a 
credit card. With ltm people 
travelling by aircraft every 
year, demand could be enor¬ 
mous. 

Inmarsat's ln-flight tele¬ 
phone service was launched 
commercially last year after 
lengthy trials with British Air¬ 
ways. To date, only one Inter¬ 
national operator, Singapore 
Airlines, has committed itself 
to the service, but Mr Land- 
berg puts the sluggish start 
down to recession in the air¬ 
line industry. 

Inmarsat is prepared to 
evolve in whatever direction 
the market takes it: an Mr 
Lundberg says, “we were cre¬ 
ated by our customers.” If air¬ 
lines start clamouring for on¬ 
board telephones, then Inmar¬ 


sat wQi expand into Site area. . 

The evolution of DunanatV - 
market could be matched by a - - - 

change in a way the.orgamsa- - 
tion itself operates. Inmarsat ' 7 ; 
is jointly owned by \65 tele- ' -J 
phone operators, most at ■ 
which are state monopoliesT-" :: v. 
Mr Lundberg describes Jhmar- n i* r .: 7 
sat as a “hybrid type aforganl-;' ro¬ 

gation” which is “governmen*' ^Zsc.: 
tal yet commercial”. ; > =. ;■['?. ^ . 

The areas in which Inmarsat .. 

operates will face Increasing.. ~>“v 
competition. In the US, a com -- ' ; 

pany called Qualcomm is ~ :• 

ating a mobile messaging ser-.c ■ 
vice known as OnuJltrats, £>. 7 r.-.-. 
which is similar to lamar-: 
sat-C. A European yfirsibu.v‘5 ; : : - 

Euteltracs, was laraiehed at.-'. 
the beginning of this year.--i-; - 
Meanwhile, Motorola, one of r . 

the world’s two leading snppfr. jr*--- 
era of mobile mmmnnf cations -So 
services, is working on a pro}- . 5 : . _ 

ect known as iridium.that, t - 
would allow users to 
voice calls via hflUd-pariabta 
terminals anywhere In tho-;. - 
worid. r: . . 

Faced with such campetl-. - 

tion, Mr Lundberg-sees a need v — 
for “fundamental Institutional — 

change” In the : way .that. “ n 3ngs 
Inmarsat operates. He.K an* unig. 

ions that Inmarsat. *^has.the 
ability to move Iasi?*;-Inmarsat ’W- 
board meetings oftenlast fora 
week. What Inmarsat. : yg 3 , s 
he says, is to adopt a ffnaMfal 
and ownership structure shut-: •$5r-T ^ 

lar to that of of a public liter 
ited company. : z f-'.: '■ • ■ - 


Jn= er 


Mark Newman * 


ONE OF Aesop's lesser known fables 
concerns a bear who takes a shine to a 
toad and to protect Lt, puts it under a rock. 
Unfortunately .the toad is crushed and the 
bear left friendless. In the version told by 
Mr Jean Grenier, director-general of Eutel¬ 
sat, tbe satellite consortium plays the 
torn!, the European Commission is the 
bear and the rock is Brussels’s Green 
Paper on satellite communications. 

If they were to be implemented.the Com¬ 
mission's proposals would radically alter 
Eutelsaf s relationship with its consortium 
members and threaten its place in the 
satellite service market 

Eutelsat was set up in 1977 to provide 
satellite services to a consortium - now 
numbering 28 - consisting mostly of 
state-owned telecoms operators. To use 
Eutelsat's satellites, organisations and 
individuals most use the signatory in the 
country in question. The customer is then 
invoiced by the member which charges, 
some say too heaftily, for its service. 

It is this aspect of the market which has 
caught the attention of the European Com¬ 
mission. It has proposed an “open skies” 
policy which would allow present third 
parties to negotiate directly with Eutelsat 
- or any other satellite group. 

Mr Grenier says: “I am very disap¬ 
pointed with their proposals. Eutelsat is 
efficient useful and low-priced. Of course 
it is necessary to change some of the rules 
and to introduce more elements of compe¬ 
tition, but the Commission seems to 
believe that you cannot be an efficient 
organisation unless you are 100 per cent 
private." 

Mr Grenier is a strong supporter of the 
changes to the UK telecoms system which 
has seen seven licences granted so that 
British Eutelsat users have a choice at 
intermediaries. Licence choice is being vol¬ 
untarily extended to other EC members, in 
particular to two of the staunchest sup¬ 
porters of state-owned telecoms operators, 
France and Germany. A reciprocal agree¬ 
ment between these two and the UK 
means that Eutelsat users can use licence 
holders In any of the three countries. 

Mr Grenier believes thatih^tajanis- 
sinn hac 
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safety. A Eutelsat satellite scheduled to 
launched in 1993 is to have .its transpcn- 
ders changed to include new tracts of the -r,?;; 
Soviet Union. Romania and Poland, have ^; 
recently joined the organisation.; 

Minimum membership costs'‘around v- 
ECU50.000 (US$59,000) a year which is used 
to pay for the roughly Ecu 120m costs nM£: 
building and launching a satellite.,Me®-- 
bera attend board meetings to 
future satellite policy and vote.accotdtog^ ; >v!^ 
to their amount of usage vfoich; fo. tum - ^ 
determines the amount of capftal-contabU-'. 
tions. Spain, France, Britain aMGerm^. '^ 
are the usual top four by a wide'margin- 1 j’jej-L 
To further strengthen Euteteatls 
tion, Mr Grenier is to proposcrtb the boaro.->^- 
differential pricing for membe»:andi J{ ^'-':^' ’: 
members. At present, for eiaihple, ; 
hers such as BT axe charged as much 
second parties like the Egyptiai teteptone 
authority for using EuteteLiMr Grenia^ 
says he will propose a differential to 
region of 10 per emit, “becanw the sat^r^ 
business Is a risky one and tbosewho 
the risk should get the.advantage^- ^ 
Another potential string-to^ Buteltot’* 
bow is the advent of highdefinffibii 
Sion (HDTV). TV 

dishes account for 60 per eant of EujfeS£..V 
a nnua l Ecu ivftwi Income 7 - and ■'the 
push to develop its own standardrsepo^^^ . 
from the Japanese and ti» Americans 
strengthen Eutelsat’s haxuL ' 


Three 49-channel 1 

rated satellites are to be laxmcw,^^; 
Eutelsat from 1996, -but as life 
hotted up so has Europe's anxfety al beingfr/^ ^ 
left behind - prom^ng 
Germany and Austria to 'order 
HDTV satellite launch'in 1991 ! 

With such tp rhrii^iyi^l ^fevelop ^y^ ’ 

and political change fT Bvmfng Up fron Pg- 8 ^ . 

tothe east, M? 

about Eutelsat’s . long-term fttta 
He says: “We are a ftigSC- -, 
turnout we are allowed- to 1 itWW 


Satellite launch vehicle 


1 L 


profit-making organisation created by a 
toeaty, which offers a comprehensive satel¬ 
lite service to Europe, It Is important to 
Europe that we have such an infrastruc¬ 
ture and lt is one which would never evict 
under pure competition.” 

_ A decision on the Commission’s nronn*. 


vy we ena oi tne year. 

PS-W"?* of eastera Europe pres¬ 
ents Eutelsat with one of its biggest chS 
tenges - and with it tbe prospectof 
extending its influence well out of Bros- 
sels grasp and to further commercial 




licence holders. This w&.aHow 
access to the sy fite nt.-Tnore * itC- 
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’’ A: ; r biv-ji^THE PHONE rings. You push 

- - -Ti-T. f ~i your videophone smart card 
- '■ ‘-^s: is ri; in 40 y 0 ^ PC and a voice on 

- • ’• a- ! " the line says “hi” as a face on 

dhe computer screen mouths 
Nannt * 116 words. Above the monitor, 

_* on a tiny tripod, a camera the 

'size of a finger flickers and 
"rii! ersaniaaiacross the world, you can be 
~,. .., _ “seen as well as heard. Far- 
... -7 . : !^,v‘‘r ri cfetched? 

--.az. .-JiLj x 35 . Hardly. In December, several 
TTX’. '?•■ s;?Sr -of Europe’s leading telecoms 
•■*- *?s». operators will begin pan-Euro- 
’ . ^ tr'pean trials of videotelephones 

:— some of which will be 
*~ wa “embedded in personal compot- 
iscigra. These are expected to lead 
■•»'■ -■ i ~--brlir^;to a service for business users 
»icz a ^beginning by the end of 1992. A 
•_..service for home users is likely 
-,. . . be operational a year later. 

. « n .!TJ Picture telephones, as they 

-Ll- j,'.'. ."■ s w?rtSM formerly known,, have; 

under serious technologi- 
' . ^'^iTr, consideration For a number 

years- Developments in the 
-.=■:• ^i ^ -yideo conferencing arena have 
/ ‘—"brought the prospect much 
l . - : ‘ : '~jloser. but it is the spread of 
- —- ■--tLi. '-digital telephone networks - 
--- - : * ! or ISDN - which has given the 

V.ftz .»■■”•<. -""project its greatest boost 
- 7 . :rPicture quality has been one 
r ■•-. : -: ?if .■£—rf the biggest problems dog- 
•rr.-.r^- 1 * '-■‘-5-ffing development. Conven- 
. -.; l;:-- --ional analogue telephone lines 
_ ^ a :; :» --w lo not have the capability to 
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o_': : j ^Tansmit Information in either 
i:;.7Vhe capacity or quality that 
"~i~ nake developments such as 

* «.'J N- 

V'v'. Picture telephones 

V have been under 

- .'^ serious technological 

consideration for a 
y ; yy-y number of years 

i. -1 - -^'.'ideotelephones viable. 

. ' ^j " Digital networks have solved 
r4--:s^??.Vhe first part of the equation 
V- : :-*:- :; '»y allowing more complex 
-ii:.;- nformatjon to be sent at a 
ower cost and higher quality. 
Vi* 1 *ince January an ISDN service 
___^-jas been available in Britain to 
dl major business users. BT 
. .j ■■'■ays as the network expands so 
• vill the facilities available and 
he number of customers able 
•; .” o be connected. 

• ■' ISDN has spurred manufac- 

;y. urers and operators to develop 
' - . 'j 'ntergrated equipment capable 
transmitting and receiving 
• : V iigh-quality moving pictures 
; : - : .long telephone lines. 
■■ Advances in codec (Coder/De- 
. ■.‘/Oder) compressing devices 

. - fhich digitalise visual images 

. - j..'-' as meant that the 140 mega 
:. - •-. "■**". ; -.»its per second of transmission 
' - pace needed has now been 
- -r - .ompressed to just 84 kilo bits I 
. .. " econd - the carrying capacity 
V 4 an ISDN line. 

_y V Tbe effect is to reduce the 
.. Krtential cost of using the 
Videotelephone to that of a nor- 
•'nal telephone call, although 
here wfll be some loss of qual- 

■ >\ty. 

. However, the restricted cov- 

- : rage of ISDN is cause for 

;r ' V% tnne concern. 

De nnis Bonnie, operations 
aanager at GPT Video 
■ ■'ystems, says ISDN has still to 

7 ;; aake its impact felt and is cau- 
■jr. ions about how soon the busi- 
• - ■ iess market will take off. “Our 

. ^ aajor concern is network 
vailability. You can be too 
ariy in marketing as well as 
. uo late and we feel the lift off 

- jj, --./'ould be slower than some ana- 

psts think." 

- That said, GPT has a stand- 
lone videotelephone unit 
•’ '' eady to market and expects 

L sales - where ISDN is 
i widespread - to reach 
-V 1000 in 1992 and 100,000 by 

, v- 

■ : .' BT is working on one design 

ii •' * .y,rtu'ch will incorporate a four 
,. y - ich camera set into a terminal 
y-.t‘. 'ith a nine by four inch screen 
';; ‘j nd telephone. Another design 
. ■ icorporates just the camera 

nd screen and would be adapt¬ 


able to existing office and 
home telephones. 

It is the conversion card - 
which win take the form of a 
four by eight inch printed cir¬ 
cuit board - for PCs under 
development which offers the; 
most exciting business poten¬ 
tial 

It will fit into the expansion 
slot normally reserved for 
extra memory or graphic facil¬ 
ity and allow the PC to trans¬ 
mit and receive video pictures 
of near TV quality. 

In the machines under trial 
users can deny callers video 
access and also use a self-view 
mode to look at themselves 
before going "live". “Some peo¬ 
ple seem genuinely horrified 
by videotelephones," says BTs 
Jim Baron. "But within a few 
years they will be as common¬ 
place as mobile phones." 

Operators taking part In the 
European field test include BT, 
Deutsche Bundespost. France 
Telec om. Norwegian Telecom, 
PTT Telecom (Netherlands) 
ap d Sit* Italy. 

"It’s very important that 1 
with all these developments 
going on that the equipment 
we end up with can talk to 
each other,” says Steve Gandy, 
sales and marketing manager ; 
at BT Visual and Broadcast 
Services. “We hope the upshot 
of this test will be closer 
cooperation between the oper¬ 
ators and manufacturers. We 
are now actively seeking alli¬ 
ances." 

BT is investing £10m a year 
in videotelephone R&D and 
hopes to have machines on the 
market by next autumn. Initial 
costs are likely to be in the 
region of £5,000 for a complete 
unit connected to an ISDN line. 
“Like with any new product 
and service the entry cost is 
quite high,” says Gandy, “but 
as the volume Increases the 
price will fall rapidly.” 

All the manufacturers and 
operators agree that the most 
lucrative market will be when 

In the machines under 
trial users can use a 
self-view mode to look 
at themselves before 
going Mhre* 

the home videotelephone busi¬ 
ness takes off. For this reason, 
BT is estimating the European 
market win exceed $3bn a year 
within the next three years. 

Such has been the leap for¬ 
ward in equipment develop¬ 
ment that next year should 
also see the launch of videote¬ 
lephones for the analogue tele¬ 
phone market 

These would incorporate two 
Inch square screens and mini- 
camera that would plug into 
existing telephone sockets. The 
poor picture quality, however, 
means that the size of the 
screen has to be restricted and 
the voice quality is also “not , 
brilliant" in the words of one 
manufacturer. However, anal¬ 
ogue videotelephones are seen 
within the industry as a poten¬ 
tial primer for the home mar 
ket for the eventual arrival of 
the grander ISDN version. 

Christopher Price 
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AFTER one of the longest 
gestation periods in telecom¬ 
munications, video-conferenc¬ 
ing may be about to take off. 

Theoretically, the technology 
has been with us since 1936, 
when the first link was set up 
at the International Broadcast¬ 
ing Exhibition in Berlin. But it 
was not used commercially 
until the 1970s, and even then 
only by a few users. Today 
there are estimated to be only 
around 5,000 video-conferenc¬ 
ing studios in use worldwide. 

The Gulf war and the associ¬ 
ated threat of air piracy 
brought what seemed to be a 
dramatic upturn in the for¬ 
tunes of video-conferencing. 
The UK’s BT, Germany’s Deut¬ 
sche Bundespost Telekom and 
France Telecom were some of 
the public video-conferencing 
studio operators to announce 
tenfold and higher increases in 
usage as companies banned 
executives from flying. 

It did not lost. As soon as the 
war ended, usage levels sank 
to near pre-war levels. Mr Rob 
MUxo, vice-president for sales 
and marketing of Picturetel 
Corporation, the US-based con¬ 
ference equipment maker, is 
not surprised. "Public studios 
are not that much better than 
travel Once you have to move 
from the office, yon might as 
well travel all the way,” he 
notes. 

Successful video-conferenc¬ 
ing, says Mr Mltro, “requires 
spontaneity". The problem to 
date has concerned band- 
widths. Full broadcast quality 
television requires transmis¬ 
sion lines with capacities of 
14QMbit/s. For videoconferenc¬ 
ing, a lesser quality is accept- 


Video-conferencing has yet to catch on, writes Peter Purton 

Still waiting for take-off 



A video conference In session: the technique Is beginning to catch on throughout the world 


able, but even then capacities 
measured in tens of millions of 
bits of information per second 
are required If no way is found 
of compressing the si gnal 
Even with compression, vid¬ 
eo-conferencing has had to rely 
on expensive 2Mbit/s leased 
lines. “The market has really 
stumbled and staggered along 
for 10 years", admits Mr Mltro. 
But the development of tech¬ 
nologies able to exploit dial-up 
links is chan g in g all that, he 
believes. Conferencing is now 
possible over lines with 64kbit/ 
s, obviating the need for dedi¬ 
cated leased lines and studios. 


Mr Mitro believes that video- 
conferencing began to take off 
in the US in 1988, and he 
believes it is beginning to 
catch on in the rest of the 
world. "People are used to a 
video culture. The market is 
doubting every year. We are 
shipping in the order of 24200 
units this year - next year we 
expect to treble that”, he says. 

Mr Mitro also thinks that the 
profile of users is changing. "A 
couple of years ago we could 
see a predominance of aero¬ 
space and distribution compa¬ 
nies, but now people below the 
Fortune 500 are be ginning to 


get attracted." With every new 
convert, the trend accelerates; 
as people get to know the bene¬ 
fits of video-conferencing, it 
spreads deeper and deeper into 
the organisation - and to its 
associates. "A car maker may 
get its component suppliers on 
board'*, says Mr Mitro. 

In spite of his optimism, Mr 
Mitro has no fantasies . Though 
he admits that video-conferenc¬ 
ing wfll not replace travel he 
believes it adds a new level of 
interaction. “1 don’t think any¬ 
body would claim video-confer¬ 
encing could be a complete 
substitute for travelling, but it 


could replace 75 per cent of it 
You can do most things you 
can do in an ordinary meeting 
once you have got used to it” 

The cost of travel has been 
rising gradually while the cost 
of telecommunications has 
bee n failing . Taking improve¬ 
ments In compression technol¬ 
ogy into account, Mr Mitro 
estimates a transatlantic video- 
conferencing link using his 
company's equipment now 
costs only one-fifth of the price 
two years ago. Equipment 
prices are also falling. 

Modem equipment no longer 
uses just integrated encoding/ 


decoding devices (codecs), but 
has all elements of the system 
integrated. The result is a dra¬ 
matic cut in price, from mare 
than $50,000 for a dial-up con¬ 
ferencing system two years ago 
to just $20,000 with the latest 
generation. 

Video-conferencing is also 
likely to benefit fro m the 
emerging trend towards group 
working. Pioneered by soft¬ 
ware developers, this allows 
teams in different parts of the 
world to work more closely 
together. On a computer level, 
the links are already in place. 
With the emergence of low hit 
rate video-conferencing, the 
added human interaction of an 
image of the other people in 
the group is becoming an 
added asset Group working is 
also spreading to other busi¬ 
ness such as ifg^g n and 
accounts. 

The next stage at develop¬ 
ment is likely to be integration 
with computer networking. 

Picturetel is examinin g putting 
the system electronics on a 
board which can fit Into the 
backplate of a desktop or per¬ 
sonal computer. The videocon¬ 
ference could then take place 
within a window on the PC, 
running alongside other pro¬ 
grammes. 

Mr Mitro expects to produce 
the first prototype of the new 
chips necessary for the project 
next year. By 1993, he hopes to 
be able to show a complete 
product. The target price is 
between $5,000 and $7,000. 
After two years it could be as 

low as $3,000, riatana Mr Ultra. 
When prices reach this level 
he believes, the market will 
really take off. 


Private Networking in the Ruhr Valley. 


Philips Builds a 
Better Informed Europe. 


> 



All over the world. Philips sells and implements telecommunication systems and 
networks for public operators and private companies. 

Providing innovative solutions in key areas such as radio and cable transmission, 
network access, mobile communications, rural telephony, data and business com¬ 
munications. 

An outstanding example can be seen in Germany in the Ruhr valley, Europe's 
economic heartland. 

Here Philips has built one of Europe's biggest private ISDN telecommunications 
networks, which includes equipment, networking, training and support, for the city 
of Bochum. 

This has dramatically transformed communications for the people living and 
working in Bochum. They can, for instance, reach previously isolated local authority 
services and departments via one number. Departments can also reach each other 
with far more speed and ease - using digital voice, data and image facilities. 

In creating Bochum's private network. Philips discovered new solutions that will 
benefit businesses across Europe. One development in the area of voice traffic will 
prevent overload at peak usage hours. 

These state-of-the-art solutions are a striking testimony of Philips dedication to 
the telecommunications market 

Philips. In perfect shape today, to further shape the future of telecommunications 
tomorrow. 

Excellent reasons to go to Geneva in October to see Philips at Telecom '91. 

Telecoinmuiiications, talk with Philips! 
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fill economic development of any country. That’s |! 
why Telekom has established one of the world’s most 
efficient communications infrastructures in the Si 
Federal Republic of Germany. 

And now, with the unification of Germany, Telekohf 
has taken on what is probably a unique task: in 
order to enable the business community in the new federal states of Germany: 
to become competitive, thus creating jobs and providing social security for the B 
people, Telekom must build a totally new telecommunications infrastructures! 
in the shortest possible time. sxsssssssai*! 

A unique technical and organisational challenge. The capabilities SsSSSSS'P 
and the know-how, which Telekom - as Europe’s largest telecom- t 

# # / 1 . O works. Likewise, Telekom stands for the most 

murucations company - is bringing to bear m this undertaking, cfirect dialling included. j-; :*£ 

1 V ^ ^ 07 in addition, we are currently establishing the vr 

QY»A dlcn QTrCUlQhlO rA \TA11 vwjdd’s first operational digital mobile Waning • 

CUC CUuU ctV CUldUiC tu VUUi munications network based on the GSM sten-,- 

w ^ • j f i i ^ a . «■* ■■ i (Global System For Mobile Comrnunfca - 

For instance, Telekom plans and organises tailor-made, global s 

information networks for the numerous and diverse communi- 
cations requirements of multinational companies. f 

Acting as the coordinator for all the participating communicar 
tions enterprises, we offer turn-key solutions 
geared to the specific needs of our customers. 

With Telekom, you gain an experienced part¬ 
ner that operates worldwide. 

We offer you the security and confidence you 
need to tackle the most daunting communi¬ 
cations challenges. 


/5 - 

In a few years, eastern Germany wfll probably .- /-.V 
have the most modem telecommunications neC 
work in the world. The new federal staieswi.tr* 
particular, profit from our experience.in tftefteleC. 
of advanced digital systems. Telekom played a;- 
decisive role in the development of ISDN and 
today we are Europe's leader in expanding net- 4 ■■ 
works. Likewise, Telekom stands for the most t 
comprehensive optical Rare netwak in the wortd, 
direct dialling included. 

In addition, we are currently establishing the vT' : 
world's first operational distal mobile telecom^ N i : 
munications network based on the GSM start-, * ; 

dard (Global System For MobHe Comrnumca- ' 

Irons). Take advantage of our know-how. You'tt =>> 
find us in all of the world's most important tnarf 
ketpiaces: in New York, Tokyo, London, Paris';. :j£!v 
and Brussels. Or contact us at Telecom. 91 * v- £*$ 
Geneva. With Telekom you gain a capable part' 
ner for meeting ail your communicatfons nesd£; 

■ . " 

Deutsche Bundespost TELEKOM, . ’• J ^r Jjfa " 

Gixiestserg^A^U7. D-5300Bonn2.Germany 

Telephone ++ 49 2 28 1 81-0, ’ ^ 

Telefax ++ 49 2 28 1 81 88 71 • • ' . 
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{BEE-OPTICS are 

lutionising telecom m i mi . 
For decades the capac- 

bottleneck dictated by cop- 

-baaed cable technologies, 
tio&ed the industry. While 
“ ile - in theory, a host of 

ve telecommunications 

ologies from videotele- 
hones to global computing 
' tarns have proven impossi- 
— or at best available only 
i very select few - in prac- 
!. These hair thin strands of 

;, however, are chang ing 

that. 

JThe long-distance telecom- 

immcations networks of the 

ojpustrialised nations are now 

jinost completely based on 
rare, allowing carriers to 
thieve significant cost-savings 
hrough the benefits of the 

cale of capacity provided by 

le glass strands. As the price 
f fibre falls. It is also being 
eployed in other areas of the 

service telecommunica- 

network. 

Fibre to the kerb is the 
atehphrase describing the toc¬ 

ology's progress towards the 
lbscriber. In a number of 
istances it has already 
iached the end user. Cable 

devision networks, in some 

ises based on fibre, are now 

.)nnecting large numbers of 

omes and businesses . in 
■uvope. 

find in some countries they 

t being used not only to 

iliver television and other 
-oadcast signals but also for 



Cabiasfifp: launched by BT to maintain fibre-optic systems 
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view of the telecommunica¬ 
tions network. 

Canada's Northern Telecom 
led the field with the 
announcement of its Fibre- 
world public telecommumca- 
ifbrmation services, some of % turns concept It was quickly 
interactive, and telepho- followed by the US’s AT&T’s 
Servicenet 2000, Siemens's 
Vision ONE, Ericsson's ETNA 
and Alcatel’s 1000 Series. Dur¬ 
ing the 1990s. predicts Ha’kan 
Jansson, president of Ericsson 
Telecom, thanks to fibre the 
money spent by carriers on 
transmission will comfortably 
outstrip that spent on switch¬ 
ing. 

The transmission sector 
finds itself at a critical point; 
he notes. Carriers are being 
faced with shorter and shorter 
delivery times for network 
access while the number of 
new services on offer is rising. 

Another problem facing car¬ 
riers is that their private cir¬ 
cuit customers very often 
know more about the quality 
of the network than tiie net¬ 
work operator. 

And to satisfy customers' 
highest priority, guaranteed 
availability, spare capacity is 
needed leading to inefficient 
networks. 

ETNA (Ericsson Telecommu¬ 
nications Network Architec¬ 
ture), along with Ericsson's 
competitors' initiatives, is 
designed to provide a way out 
of these dilemmas. The empha¬ 
sis is on managing bandwidth 
on demand. 

The key is the development 
of computer-controlled syn¬ 
chronous networks. Today's 
telecommunications networks 
are based on the plesiochron- 
ous transmission of informa¬ 
tion - a view of transmission 
that sees infor mation channels 


Fibre is also creeping into 
,'te office. Local area networks 
ised on the US Fibre Distrib- 
ied Data Interface standard 
:e fast becoming the new 
See computer commnnlca- 
ons standard. 

And structured wiring 
'stems, where fibre is laid 
iroughout a building or site, 
r use as a medium for a vari- 
y of different communica- 
3ns services from voice and 
ita to video, is also being 
stalled- 

But with all of its advan- 
ges, the fibre revolution is 
so presenting its problems. 
M first is simply a question 
how to manage all that 
formation flow. 

The second is a question of 
>w to ensure the information 
-aches its required destina- 
ML 

The telecommunications 
dustry is finding itself turned 
i its head by fibre. The trans- 
issian of information is no 
nger the bottleneck it once 
as but routeing and switch- 
g, not that inn g ago the glam- 
ir technology, is now strug- 
ing to keep pace. 

The world's leading telecom- 
unications equipment mak- 
s have made an opportunity 
it of this change in the indus- 
y. No longer are they empha- 
dng the central role of the 
lecommunications exchange, 
stead they are presenting 
istomers with an integrated 


as separate logical and physi¬ 
cal entities. 

As long as the volumes of 

Information transmitted were 

relatively small, plesiochron- 

ous technology offered a rea¬ 
sonably efficient method of 
transferring information. In 
the fibre era, however, its inef¬ 
ficiencies are being shown up, 
and perhaps more important. 
Its restrictions on operating 
flexibility are beginning to 
become annoying to network 
operators. 

Synchronous technology 
sees the network as a single 
entity. AH of its components 
work in unison. The moment a 
signal leaves its starting point 
it can be predicted exactly 
when it will arrive at its desti¬ 
nation. 

The certainty of synchro¬ 
nous technology allows it to be 
more efficiently exploited. And 
combined with network tech¬ 
nology it offers a new level of 
flexibility. 

"If a new company moves 
into the area, you can provide 
it with the required extra 
2Mbit/s circuits simply by issu¬ 
ing the right command,” notes 
Stefan Danielsson, responsible 
for transmission at Ericsson 
Telecom. 

When Germany, as the first 
country in Europe, adds syn¬ 
chronous technology to its 
main tr ansmissi on n etwo r k in 
1992, it will instantly double its 
existing capacity, without 
adding any new cables or 
fibres; simply by arranging 
new connections. 

Australia and the UK are 
expected to follow the German 
lead before the end of 1993. 

Peter Purton 
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islree Halae of the Keep Able Foundation 
monstrates a telephone switchboard which 
e can control by means of a chin switch. 
This hands-free device enables quadraple- 
=* to use the telephone or switchboard feettt- 
« without the need to touch them. The voice 


of foe caller la amplified and a microphone In 
the switchboard pidcs up the voice of the user. 

The telephone package was designed by BT 
subsidiary Femtech Systems In Liverpool, 
which employs disabled people to make com¬ 
munications products for the disabled. 


MODERN telecommunications 
is largely the story of applying 
the computer, and what we 
have learned from its use. to 
the transfer of information. 

Nowhere is this more true 
than with intelligent networks 
or INs, which are expected to 
be one of the main areas of 
telecommunications industry 
growth in the 1990s. One of the 
best examples of an intelligent 
network is a cellular radio sys¬ 
tem where "the network” regu¬ 
lates everything from access 
authorisation to tracing the 
whereabouts of mobile tele¬ 
phones and ensuring that all 
the calls made on them are 
charged. 

The intelligent network idea 
goes back even further. Proba¬ 
bly its best known application 
is for the automatic handling 
of freephone numbers - 
so-called Green or 800 num¬ 
bers. 

Here it Is the network's job 
to recognise that the c allin g 
party is not billable but the 
called party. Ironically in nei¬ 
ther case would anybody have 
dreamed of calling them intelli¬ 
gent networks until the last 
few years. 

Thanks to US activity in par¬ 
ticular, the concept has been 
clearly defined and manufac¬ 
turers now see it as a market¬ 
able entity. 

The money-earning capacity 
for services based on intelli¬ 
gent networks is proven. 
Twenty years after their intro¬ 
duction, it is estimated by 


Intelligent networks make sense — and money 

Switching into profit 


AT&T that freephone and 
other special service calls 
make up about 60 per cent of 
lucrative long distance tele¬ 
phone traffic in the US. 

In Europe and Asia, tele¬ 
phone network operators have 
been less commercially ori¬ 
ented and the telephone habit 
has been slower to develop. 
Freephone and other intern- 
gent network services have 
been relatively neglected. Not 
so today. With competition 
from the private sector begin¬ 
ning to erode their profits, the 
revenue possibilities of new 
businesses such as intelligent 
network services are attracting 
the close interest of many 
PTTs (national carriers). 

Intelligent network services 
are in operation or planned in 
France, Germany, the UK, 
Spain and Italy. “An intelligent 
network creates traffic, but not 
only that, it creates it with a 
premium” says Colin Golder. 
director of switching (product 
management) for AT&T Net¬ 
work Systems International 
which has supplied thr ee o f 
Europe's systems. “The PTTs 
in one way or another collect 
part of that premium." 

The idea behind intelligent 


networks is that by using 
sophisticated telephone 
switches linked to a small 
number of centralised data 
bases, national telephone 
systems can be made to do 
much more than simply con¬ 
nect one paying subscriber to 
another. 

In addition to free phone 
traffic, intelligent networks 
can provide nationwide access 
at local call rates, a variety of 


Intelligent network 
services are operating 
or planned In France, 
Germany, the UK, 
Spain and Italy 


information services- at pre¬ 
mium rates, deferred payment 
calling and tele-voting, 

They can even be set up to 
allow personal numbering, In 
which incoming calls are 
routed around the network 
according to chang in g location 
of individual subscribers on 
the move. 

For business users, intelli¬ 
gent networks allow private 
networks to be run over public 


lines and facilitate a range of 

value added and tele-marketing 
services. "What the intelligent 
network does is to remove 
restrictions that hitherto 
existed in the network," says 
Mr Golder. 

"It frees routing, hflTIwg and 
numbering. It removes all the 
restrictions. Services are as far 
as your imagination can reach 
with that degree of freedom.” 

As well as generating much- 
needed additional revenues for 
operators, intelligent network 
services can be implemented 
rapidly and at low cost using 
centralised data bases and 
gristing telephone eyrhanggR 

"Our objective is to intro¬ 
duce new services without hav¬ 
ing to change the exchanges," 
says Maurice Revel, in charge 
of building France Telecom’s 
intelligent network services on 
existing switches supplied by 
Alcatel. 

Intelligent network equip¬ 
ment suppliers, including 
Alcatel, AT & T, Ericsson, GPT, 
Northern Telecom and Sie¬ 
mens, see the technology as 
both a parallel commercial 
opportunity to established 
exchange products and as a 
possible way to break into 


natinnflT and regional markets. 

However, intelligent network 
technology presents problems 
as well as commercial opportu¬ 
nities to service operators and 
nmnnfj n ^iiTw s alike. 

Some types of intelligent net¬ 
work service require PTTs to 
transfer some degree of overall 
network control to their cus¬ 
tomers. Intelligent networks 
also cut across traditional. PIT 
management and operational 
structures. 

“For the firs t tim e somebody 
other than the PTT can start to 
control the network” says 
Golder. “It comes as a bit of a 
surprise at the beginning but 
they’re getting used to it And, 
in fact, they have to because 
that is part of the service 
they’re offering." 

For telephone exchange sup¬ 
pliers the intelligent network 
opportunity is distinctly dou¬ 
ble-edged. 

While new business may be 
generated, intelligent networks 
are to a large extent switch-in¬ 
dependent, making it possible 
for PTTs to ignore existing 
favoured supplier arrange¬ 
ments. 

Also, since network manage¬ 
ment and data processing are 
crucial parts of the Intelligent 
network technology mix, sup¬ 
pliers such as DEC, IBM, STC, 
Stratus and Tandem from out¬ 
side the mainstream public 
exchange field are muscling 
into the act 

Peter Purton 


ISDN is a technology looking for customers 

Star in the making 


F.OUR years ago, at the 
prestigious Telecom show in 
Geneva, there was only one 
star. 

It was ISDN (integrated ser¬ 
vices digital network), a tech¬ 
nology demonstrated on almost 
every exhibition stand using 
digital phones, personal com¬ 
puters, video-conferencing 
cameras and even video¬ 
phones. 

Confident voices from the 
equipment manufacturers and 
the phone companies assured 
that the nicknames loaded on 
the ISDN acronym - every¬ 
thing from "integrated services 
I don’t need” to *T still don’t 
know” (usually accompanied 
by the shake of a customer 
head) - were a thing of the 
past. ISDN, they said, was 
poised to take off. 

Four years later ISDN is still 
a technology looking for cus¬ 
tomers, although most phone 
companies in Europe, the Far 
East and the US have intro¬ 
duced ISDN services. There are 
at least a score of services from 
different phone companies in 
the US. 

The problem for phone com¬ 
panies trying to market ISDN 
is that it has no obvious single 
mass-market application. It can 
be used for video-conferencing 
or facrimite or low-speed data 
transmission - but so can 
other types of communications 
lines. 

Basic rate ISDN services 
comprise two 64 kilobit per sec¬ 
ond channels which pan trans¬ 
mit voice or data - on e chan¬ 
nel can transmit about 1,600 
words of text every second. 

For large-scale data users 
such services lack the speed of 
dedicated computer-to-com- 
puter data lines - although 
most phone companies are also 
selling packages of 30 64 kbit/s 
channels, i t n nw n as primary 
rate ISDN. 

For the smaller business 
phone user it is often difficult 
to see why the company should 
rent the more expensive digital 
lines when analogue services 
are perfectly adequate for most 
needs. 

In the UK, where there are 
double the number of point-to- 
point digital lea-sad Knas as in 
the whole of the rest of Europe, 
BT has found there is a market 
for ISDN services with large 
customers which want to 
extend their private networks. 
Instead of incurring the 
expense of dedicated leased 
lines to offices in more remote 
locations, the organisations 
can link their smaller offices 
into the private network using 
ISDN. 

To date, BT has deployed 
25,000 basic rate ISDN systems 
but has customers for only 
3400. 

ISDN has proved more popu¬ 
lar in countries which intro¬ 
duced basic rate ISDN services 
before BT. Nipp on T elegraph 
and Telephone (NTT), the Jap¬ 
anese phone company , had just 
over 41,000 ISDN lines installed 
by the end of June, and is plan¬ 
ning 70,000 by the end of the 
year. Bat it is now turning its 
attention to the next genera¬ 
tion of broadband ISDN ser¬ 
vices as the real source of reve¬ 
nue. 

One phone company which 
has decided to attack the 
dearth of applications is 
France Telecom. It opened 
ISDN services In Paris and 
Brittany in 1987 and by last 
year was providing Its service, 
called Numeris, to any busi¬ 
ness in France which 
requested it 

France Telecom, to foster the 
development of a variety of 
applications which could use 
Numeris, has formed partner^ 
ships with some SO small busi¬ 
nesses to encourage the devel¬ 
opment of services. 

Companies selected for sup¬ 
port (including financial assis¬ 
tance) must have an innova¬ 


tive application with wide¬ 
spread appeal says Alain Bere- 
ziat, regional director for 
France Telecom in Montpellier. 

Services already being used 
on the Numeris network 
include one which transfers 
medical images and another 
which transfers dia grams from 
repair manuals from one site 
to another over the phone line. 
Another enables would-be holi¬ 
day makers to use touch 
screens to select information 
on different resorts, with pic¬ 
tures and text of the location 
transmitted from a central 
database to the local travel 
agency. 

Digital voice services are 
also in use with Audiocataloge, 
developed by Xis, of Montpel¬ 
lier. It enables customers in 11 
record stores belonging to 
FNAC, tiie French music retail 


chain, to listen to a selection of 
music before making a pur¬ 
chase. Using a PC with a 
touch-sensitive screen and a 
headset, customers scroll 
through menus until they find 
the music they want to listen 
to. 

Faster facsimile services - 
some eight times faster than 
today's analogue services - 
are also possible, while Bere- 
zlat believes that high-quality 
moving images for videoconfer¬ 
encing will be available in 
about two years. 

By the end of last year 
France Telecom had customers 
for 30,000 basic ISDN access 
lines - each with two 64 Kbit/s 
lines. 

France, with Germany, has 
relatively few digital leased 
lines in service so they are 
likely to lead the field in the 



ISDN ia Ideal for transmitting Images 


number of ISDN lines installed 
in Europe, according to market 
consultants Dataquest. 

Seventy-five per cent of the 
64JJQ0 basic rate lines in use by 
the middle of this year were in 
those two countries, and by the 
end of 1995 France and Ger¬ 
many will still have more than 
50 per cent of the 800,000 lines 
in use, predicts Dataquest 

Dataquest forecasts that 


there will be nearly 1.5m equiv¬ 
alent basic rate ISDN lines 
(basic rate Hum pins the equiv¬ 
alent in primary rate lines) by 
the end of 1995. But that ia still 
only a fraction compared to the 
200m standard phone lines that 
will be in use throughout 
Europe. 


Della Bradshaw 
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SANYO. A NEW PERSPECTIVE ON NOTEBOOK COMPUTERS. 


From our point of view, a powerful PC 
need not require a lot of space, just a lot of 
intelligence in its design. 

The proof is the Sanyo Notebook range. 
Take the 18NB series, like most desktops, this 
32-bit 386SX 20MHz notebook has a high- 
resolution VGA display, which means It won't 
leave you rubbing your eyes. 

Its high-capacity storage of 60MB is also 
like that of a desktop. 

With the Sanyo Notebook, you have the 
option of a portable CO-ROM drive - the ROM 
PD1 for even greater capacity. 


In addition, its exceptionally quick battery 
charger provides about three hours of use for 
every one hour of charging. 

Which brings us to the biggest difference 
between the Sanyo Notebook and a desktop. 

The Sanyo Notebook does not require a 
desk in order to use It. 
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THE 1970s were flifl of reports 
of an imminent explosion of 
data communications. 

The British invention of vid¬ 
eotex had been turned into the 
world’s first electronic newspa¬ 
per service, Prestel, the first 
electronic mail services were 
launched in the US and a new 
breed of dedicated public data 
networks came into operation 
across Europe. The explosion 
never came but there are now 
indications that it may be 
about to happen. 

In 1988, Germany's national 
carrier Deutsche Bundespost 
Telekom was estimating that 
less than 5 per cent of the com¬ 
munications it carried over its 
network were of computer 
data. In general, users were 
finding data communications 
too expensive and too slow 
but - perhaps most signifi¬ 
cantly - too complicated. 

Using data communications 
can even make hardened com¬ 
puter buffs wince. Not only do 
telephone numbers, IDs (identi¬ 
fication codes) and passwords 
have to be remembered but 


also so-called communications 
protocol details such as stop 
bits, baud rates, parities and 
word lengths. 

Software has helped solve 
these problems, but a lack of 
standards makes life harder 
than it could be or should be. 
Speed is an area where 
advances are undeniable. 

In the early 1980s, the best 
the average data communica¬ 
tions user could hope for was 
to send the equivalent of an A4 
page of double-spaced typed 
manuscript every seven sec¬ 
onds. Today 10 pages a second 
should present no problems. 
Combined with the relative fall 
in the cost of telecommunica¬ 
tions, this development means 
that expense has also become 
less of a deterrent. 

Information on what propor¬ 
tion of telecommunications 
traffic is based on data is hard 
to come by. Ur Jon Mogger- 
idge, spokesman for BT (for¬ 
merly British Telecommunica¬ 
tions), admits: “It is even 
difficult for us to tell exactly 
how much data goes over our 


DATA COMMUNICATIONS 


Belated explosion imminent 


public telephone network." 

Short of monitoring every 
call, BT uses statistical meth¬ 
ods to estimate that the propor¬ 
tion of traffic accounted for by 
data. One indication of the rise 
In data traffic over the public 
telephone network may come 
from the increased usage of 
data terminals on the network. 

According to market ana¬ 
lysts BIS Strategic Decisions, 
for example, In the five years 
between 1988 and 1960 usage of 
telephone lines for France's 
Mini tel videotex system alone 
rose three-fold to over 100 m 
hours while ordinary voice 
telephone usage rose by only 
70 per cent 

The number of fax terminals 
in use in France over the same 
period rose twelvefold. And in 


the US, a recent survey by the 
government’s Census Office 
revealed 3m households - one 
In 25 - now have a computer 
connected to a modem. 

Another indication may be 
ffie rise in popularity of private 


An indication of the 
rise in data traffic over 
the network may come 
from the increased 
use of data terminals 


leased circuits amongst corpo¬ 
rate users. Such lines, which 
are used mainly to communi¬ 
cate data, are now said to 
account for some 15 per cent of 
the BT*s revenues from tele¬ 
communications services. 


The real breakthrough for 
mnqg market data communica¬ 
tions is expected to come with 
the rallroat of the integrated 
services digital network 
(ISDN). In the UK this service 
was launched in February this 
year, somewhat later than in 
Japan, Germany, France and 
the US. But the UK plan is to 
press ahead with an invest¬ 
ment plan which it hopes will 
put it ahead of all its rivals by 
tiie end of the year when there 
could be over 90,000 ISDN con¬ 
nections available, though not 
all would be used. 

hi contrast to only a year 
ago, the UK’s ISDN future 
looks promising, observes Mr 
Steve Harbour who is responsi¬ 
ble for ISDN products at UK 
computer maker ICL. 


“Two thtogs the UK 

very exciting,” he says. “Not 
only is ours now the most 
unregulated market in the 
world hut BT is now about to 
leapfrog all the other carriers 
in terms of installed lines.” Mr 
Harbour says there are six 
market drivers of ISDN: 

■ Reducing time to market; 

■ Product and service differen¬ 
tiation; 

■ Human resources utilisation; 

■ Global trading; 

■ Mergers and acquisitions; 
and 

■ Regional development 
According to business con¬ 
sultants McKinsey, a delay of 
six months in getting a new 
product launched can reduce 
profits from the new product 
by 30 per cent Better commu¬ 


nications between the groups 
involved in product develop¬ 
ment, which ISDN can provide 
will more Hwi pay for them¬ 
selves, argues Mr Harbour. 

As for as product and service 
differentiation is concerned, 
ISDN-based technologies such 
as desk-top conferencing allow 
companies actually to show a 
solution to customers rather 
than describe it 

"You can put your products 
and services right on to the 
ftoskfl of your customers,” he 
notes. With fewer people Join¬ 
ing the workforce, ISDN can 
aim hptp combat shortfalls in 
labour, notes Mr Harbour. 
"Experts can be located any¬ 
where there is a telecommuni¬ 
cations link.” 

In the era of global financial 
markets Mr Harbour says that 
ISDN can cut handover times 
between traders in one time 
zone and another from three- 
quarters of an hour to five to 
eight minutes by allowing 
them' to share data. And when 
one company takes over or 
merges with another, ISDN 


could also help transfer busi¬ 
ness information^. . •: . 

“It can take weeks for a com¬ 
pany to gain access tea new 
acquisition’s corporate data 
- with ISDN and desk-ton 
conferencing access could be 
instant.” the BT expert asserts. 

Already the Highlands and 
islands of Scotland and 
assisted by the European Cam! 
munity’s .Star programme 
Northern Ireland, have seen 
ISDN as a means of inaW^ E 
their regions more attractive to 
foreign investors. TSDNallows 
a company to distribute ser¬ 
vices over a wider area,” Mr! 
Harbour explains. 

With or without ISDN, data 
communications looks set to 
become a significant segment 
of the telecommunications ser¬ 
vice market Some analysts are 
even predicting, that it may 
overtake voice as file dominant 
segment by the end of the 
decade. But predictions of 
imminent success are nothing 
new in this sector; 
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Peter Purton 


PRIVATE NETWORKS 


Backbone of the worldwide 
corporate structure 


DATA communications 
networks began In the 1970s, 
when they were a utility which 
enabled companies to locate 
their computer centres in 
cheaper office accommodation 
outside the mqjor cities. Now, 
they are mission-critical, the 
backbone of the corporate 
structure, without which trade 
would grind to a halt 

The scale and complexity of 
today’s leading edge networks 
are a for cry from their prede¬ 
cessors. The early networks for 
data processing were built to a 
simple point to multi-point 
design. This meant that a cen¬ 
tral mainframe computer 
which held the organisation's 
entire database was hooked up 
to a number of smaller comput¬ 
ers in other offices; a computer 
would make a call to the main¬ 
frame, and send or receive 
data. 

In the mid to late 1980s, cor¬ 
porate data messaging net¬ 
works emerged to carry inter¬ 
nal messages and 
administrative data. These 
were usually separate from the 
processing network and large 
organisations often ended up 
with as many as 10 or 15 differ¬ 
ent networks. 

In the past two years or so. 


desktop computers are now 
used to handle much of the ini¬ 
tial processing and pass the 
results to the mainframe, 
which has become Just a “num¬ 
ber cruncher”. A further trend 
is for organisations to link 
together all their databases 
and processing facilities in 
what is becoming known as 
the “enterprise-wide" network. 

Mr Ken Knap, who is in 
charge of technofogy for Citi¬ 
corp Rank in Europe, says that 
the new network model is radi¬ 
cally different from the old, 
and more complex to manage. 
There are fewer host centres 
with totally integrated data. 
You'll end up with most of the 
initial processing being done 
on a PC network, but the anal¬ 
ysis of the data is probably 
going to be on a database 
somewhere in a central data 
centre." 

Some multi-national organi¬ 
sations are setting up data pro¬ 
cessing super-centres for an 
entire continent, and Unking 
them via high-speed lines to 
individual national offices. 

At tire Sanwa Bank a new 
network Is being designed to 
link its offices in London. New 
York and Tokyo. A data pro¬ 
cessing centre is being set up 


Chase also leases direct fibre 
optic cable lines between the 
UK, the US and Japan, and has 
the capability to process data 
from Tokyo or New York on its 
Bournemouth computers. 

One of the most ambitious 
projects is being installed by 
Visa rn twiwtinnri 1 the credit 
card company. Visa already 
carries more than L2bn trans¬ 
actions a year on its network. 
It is upgrading the technology 
to cater for what it believes 
win be a tripling in the num¬ 
ber of credit card transactions 
by the end of the century. 

The new design entails a 
global data processing hierar¬ 
chy, consisting of four super¬ 
centres. which will process 
transactions for national and 
regional processing centres. 
They will be linked by high 
speed data communications 
multiplexers and fibre optic 
telephone lines. The regional 
centres in turn will have elec¬ 
tronic links to the retail banks 
which are members of Visa. 

Critical to these networks 
are more reliable phone lines, 
and equipment that is capable 
of faster transmission speeds. 
Both elements combine to 
enable the network to carry 
more data, and ensure that it 


ter for data transmission 
because line errors occur Ires 
frequently than on copper 
cable, and they do not have the 
time delay problem of satellite. 

Mr Knap believes that the 
network's reliability and 
robustness are most important 
factors. Citicorp, like many 
international banks, allows 
corporate customers direct 
access to its internal systems 
to obtain certain services. 
Those customers expect the 
network to be folly operational 
at all tinigK- 

The increased availability of 


graphics or image. It is particu¬ 
larly designed to connect 
together personal computer 
networks which are located on 
different rites. 

Few organisations have yet 
set up a frame relay network, 
although several are being 
tested. One trial on the BT 
Tymnet network in the US, 
entails a garment manufac¬ 
turer with sh o wrooms in cities 
all around the country. A 
frame relay system is being 
used not only to cany sales 
data between PC ne tw ork s in 
the showrooms, but to trans¬ 
mit scanned images of forth¬ 
coming dpgig TiB. 

However, no network will be 
installed successfully unless 
the suppliers are willing to 
back up their customers when 
problems occur, as they inevi¬ 
tably do. Few to date can offer 
true multi-national support 
Many equipment vendors give 
a list of countries in which 
they say their products are 
available, but the level of 


PUBLIC DATA NETWORKS 


French cause a stir 
and go underground 


top fo 


Some multi-national organisations are setting 
up super-centres for an entire continent, and 
linking them to individual national offices 


network design has begun to r.flL London, which will handle " gets to its destination without 


evolve into a much more 
sophisticated structure. Busi¬ 
nesses want to rationalise their 
lines and equipment into a sin¬ 
gle coherent network. At the 
same time, they want to take 
advantage of leading edge com¬ 
puter technology to restructure 
their data processing systems. 

Cheaper, more powerful 


the processing from its Euro¬ 
pean offices; it will come 
on-line in two to three years' 
time. 

A similar set-np already 
operates at Chase Manhattan 
Bank, which uses its Bourne¬ 
mouth, UK data processing 
centre to handle much of the 
work for its European offices. 


errors creeping in. 

Several nigh capacity fibre 
optic cables have come into 
service in the past two years. 
They include PTAT and TAT8 
across the Atlantic, the trans¬ 
pacific fibre cable linking the 
US and Japan, and several 
undersea cables between the 
UK and Europe. They are bet- 


fibre capacity is encouraging 
companies to consider new, 
foster transmission equipment 
such as the new frame relay 
standard. Frame relay has 
developed out of an existing 
data communications tech¬ 
nique, known as 3L25 packet 
switching, which has become 
widely used in the past four 
years. 

Frame relay is far faster 
than 2L25, and is able to take 
full advantage of today's fast¬ 
est line speeds - 1.54 Megabits 
a second in the US, and two 
Megabits a second in Europe. 
Within the next 12 months, it 
wiQ also be able to work to the 
emerging transmission stan¬ 
dard of 45 Megabits a second. 

Frame relay is suitable for 
companies that want to send 
high volumes of data, such as 


maintBnanCB varies. 

“There are only a handful of 
companies that can provide a 
true European service. You get 
a lot of small Californian com¬ 
panies with great products but 
poor representation in parts of 
Europe, but a lot of European 
companies aren't well repre¬ 
sented either," says Mr Jim 
McMahon, an independent net¬ 
working consultant 

Some organisations are now 
specifying pan-European or 
global service levels as a condi¬ 
tion of the supply contract ( 
However, they tend to be those 
such as Chase Manhattan, 
which have enough clout or 
kudos for the vendors to accept 
their demands. 


Monica Horten 


WHEN France Telecom (FT) 
announced in May the setting 
up of its Transpac Network 
Services (TNS) public data net¬ 
work subsidiary in the UK, it 
created quite a stir in the UK 
telecommunications commu¬ 
nity. It was the first time that 

a national telecommunications 
adminis tration from one Euro¬ 
pean country had MTmnnncnri 
its intention to compete in the 
fixed network of another. 

At the same time, however, 
it was an indication of ways 
forward - not only for FT, but 
for all operators of public data 
networks. TNS. which is 96 per 
cent owned by an FT group 
holding company. Cog com, 
and 4 per cent by a committee 
of its users, is investing several 
mflU nn pounds in the UK as It 
seeks to establish a broad base 
of users for Its internationally 
standardised X25 network pro¬ 
vision services. It already 
niaima to have an t m node in 
“every town within the M25” 
(about 100 nodes) and believes 
it could have the entire conn- 
try wired inside a year. 

The key to TNS’s rapid roll¬ 
out plans is a new trend in 
corporate telecommunications 
- outsourcing. The French 
group’s first outsourcing part¬ 
ner was London Regional 
Transport (LRT), which runs 
the underground system. In 
broad terms, the deal was that 
TNS would operate LRT*s tele¬ 
communications and data com¬ 
munications network on Its 
behalf; and that in return TNS 
would be allowed to offer ser¬ 
vices to third parties. 

By using LET’S network, FT 


Itultel 


MR NIGEL BERRY, telecoms 
manager at the W. H. Smith 
Group, had a problem. The 
group's private data network, 
built in the early 1980s to Unit 
computers in more than 500 
shops and warehouses 
throughout the UK, could no 
longer cope with the quantity 
of data traffic required. 

So much of the equipment 
was'obsolete, says Mr Berry, 
that to expand the network 
would have meant starting 
from scratch, a process involv¬ 
ing huge expense in capital 
equipment and extra staff. 

Mr Berry's solution was to 
sign a contract for a managed 
data network (MDN). Under an 
MDN contract, a third party 
specialist company installs, 
operates and manages a net¬ 
work tailored to the user’s 
needs. 

Just as a company might 
arrange to have its staff can¬ 
teen run and managed by a 
catering specialist, so busi¬ 
nesses are turning to third par¬ 
ties to run their data networks. 

After putting the contract 
out to competitive tender, 
W. H. Smith signed a five-year 
£14m deal with Digital Equip¬ 
ment Company, UK subsidiary 
of the US computing giant 
DEC, to run data along Digi¬ 
tal's private Easynet network. 

Digital, which bought 
W. H. Smith's network for a 


“nominal" sum, connected 
Smith’s sites via analogue 
“tails" to the Easynet “back¬ 
bone". 

The contract enables 
W. EL Smith to send agreed lev¬ 
els of data, largely at night, 
between various sites and its 
central office in Swindon. 
Because of the quantity and 
type of data sent, mainly for 
electronic paint of sales (Epos) 
applications, Mr Berry felt that 
analogue tails were sufficient 
for Smith’s needs. 

However, as Digital's Mr Vic 
Wanton explains , the Easynet 
backbone of Megastream lines 
(operating at 2 and 4 megabits 
per second) is capable of more 
sophisticated applicati o ns such 
as videoconferencing. Digital, 


David Pilling examines the potential of managed data networks 


Heavy traffic in the night 


Businesses are 
turning to third parties 
to run their networks 


whose network links more 
than 450 locations in 43 coun¬ 
tries, is negotiating further 
managed network contracts. 

The market for MDN is fairly 
modest, but shows every sign 
of rapid expansion. Mr Peter 
Cook, marketing manager for 
BTs data networks, believes 
MDN is one of the few benefi¬ 
ciaries of recession, as compa¬ 
nies seek to offload large over- 
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heads and concentrate on core 
business. 

As companies become more 
global, he believes, the need for 

fast, effnrimnt ra nrmnTiireiHnnq 
will become an essential busi¬ 
ness requirement 

Put simply, says Mr Cook, 
tint idea amounts to: "You do 
your business and we’ll do 
ours, on the not apparently 
foolish assumption that we 
should be better at our busi¬ 
ness and you should be better 
at yours." 

He acknowledges that some 
private networks are excep¬ 
tionally well run, but feels that 
a large organisation with a 
built-up body of “corporate 
expertise" is likely to offer a 
better and more cost-efficient 
service. 

One reason private networks 
are more expensive, he says, is 
that they need to be large 
enough to cope with peak lev¬ 
els of Hafai traffic anti are thus 
under -u tilised . 

With a shared network, a 
steady stream of data is main¬ 
tained. 

In 1989 BT bought Tymnet, a 
US data communications 
group, in an attempt to become 
a significant force in the global 
telecommunications market It 
now offers a global MDN ser¬ 
vice to 1,000 cities. 

More than 80 per cent of traf¬ 
fic is covered by end-to-end 
maintenance and billing ser¬ 
vice. 

Subscribers report faults to 
BT customer outlets which 
refer them to 24-hour network 
management centres in Lon¬ 
don, Paris and San Jose. Bills 

are paid in one currency to a 
single point 

This “one-stop shopping" is a 
crucial benefit of MDN, cutting 
oat the bureaucracy of dealing 
with a multitude of telecom¬ 
munications companies. 

MDN costs also tend to be 
predictable. Some lines are “all 
you can cat", with no c elling 
on the amount of data trans¬ 
mitted. 

Where a customer pays for 
usage, this element will usu¬ 
ally be substantially less than 
the fixed charge. 

The US-based Chubb Group 
of Insurers, which needed to 



All in a day's work: BTs 24-hour network 


set up a European data net¬ 
work, was keen on the “one- 
stop-shopping" aspect of MDN 
which it saw as a way of 
unravelling the bureaucratic 
tangle of dealing with several 
European PITs. 

Mr Bill Powers, assistant 


As companies become 
more global the need 
for fast, efficient 
communications will 
become essential 


vice-president for telecommu¬ 
nications, last year signed a 
three-year agreement with 
Mercury, the Cable and Wire¬ 
less subsidiary, under which 
Mercury was contracted to 
monitor Chubb's European 
leased lines between several 
European sites and a London 
node. 

In addition to Mercury’s role 
of steering Chubb through the 
unfamiliar waters of European 
telecommunications, Mr Pow¬ 
ers calculates that opting for 
MDN has saved around 20 per 


cent annually in staff costs and 
office rent 

However, Mr Powers has 
some reservations about the 
concept of MDN in generaL He 
feels that some aspects of a 
company's business, such as 
the development of a corporate 
telecoms strategy, are too sen¬ 
sitive to be left to a third party. 

This “emotional hurdle” of 
giving up control of one's data 
network Is widespread and 
could hinder growth of the 
MDN market Some companies 
fear that third party networks 
may be insufficiently secure 
for the transmission of confi¬ 
dential data, though BTs Mr 
Cook counters that it would be 
for easier to tap a private line. 

Management consultant 
KPMG Peat Marwick McLin- 
took, which has recently com¬ 
pleted a study on global net¬ 
working, says there has been a 
restructuring of the MDN mar¬ 
ket over the past few years. 
Large telecommunications 
companies, such as BT with Its 
purchase of Tymnet, are lim¬ 
bering up to exploit the poten¬ 
tially lucrative MDN market. It 


believes that only those compa¬ 
nies with large global networks 
and “financial clout" will sur¬ 
vive the battle for market 
share. 

In practice, says Mr Gerry 
Spring, executive consultant at 
Peat Marwick, companies do 
not choose between private, 
public and managed networks 
but operate a combination of 
all three. In telecommunica¬ 
tions jargon, this is known as a 
hybrid network. 

Peat Marwick says there is a 
lot of money to be made In the 
MDN market to the short to 
medium term. However, 
beyond that, as dial-up services 
become more sophisticated 
with the spread of ISDN (inte¬ 
grated services digital net¬ 
work), both private and man¬ 
aged networks may lose their 
lustre. 

Once it becomes possible to 
send data at speed along the 
public network and to dial up 
lines for services such as video¬ 
conferencing, Peat Marwick 
says, it may no longer be 
worthwhile investing in expen¬ 
sive alternatives. 
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Getting the message: an engineer heaps to touch wtth HQ 


is within reach of 25 per cent 
or more of BTs customers. 
Many of these are particularly 
heavy users at data communi¬ 
cations. The proportion of BT 
revenues subjected to competi¬ 
tion by the move is even 
higher, given the level of usage 
in the (Sty, which lies at the 
heart of the LRT system. 

The deal may prove equally 
valuable to LRT. Industry 
experts estimate that compa¬ 
nies can save up to 20 per cent 
of their overall communica¬ 
tions costs by outsourcing the 
management and operation of 
their private networks. 

Running a private network 
is a complicated business. As 
well as operation and equip¬ 
ment purchase, companies 
incur design, monitoring and 
management costs. There are 
also many indirect costs, such 
as accounts and personnel. The 
last point Is proving particu¬ 
larly difficult, as the skilled 
personnel needed to operate 
telecom m u n ications networks 
are much in demand. Then 
there are the problems associ¬ 
ated with the lack of scale of 
many private networks. 

Network usage tends to be 
uneven, with everybody want¬ 
ing to use it at the same time. 
Yet most organisations will 
require 24-hour access to the 
network - particularly if they 
have global operations. “If a 
company wants 24-hour ser¬ 
vice, it has to have people an 
around the clock - even if 
they have nothing to do", notes 
Mr Peter Cook, responsible for 
marketing global network ser¬ 
vices at BT. 

Mr Cook also points to what 
he describes as the “costs of 
risk . Operations are dynamic 
- they may need to be quickly 
expanded or cut. If you acquire 
a company and suddenly find 
you go from 250 sites to 450, it 
can cause considerable head¬ 
aches to those responsible for 
data communications” he 
says. “But if it is your only 


business, you can makb U, 
economies of scale. 

“The pressures of a dedin 
in demand and at the sam 
time increased competition ha 
led many companies to d> 
exactly what the text book 
told them - concentrate <h 
core business .and form on 
local costs” says Mr Cook. B 
estimates that outsourcing ha 
lifted data traffic, on bis nd. 
work by 150 per cent since tea 
September. 

The move towards the globs 
economy is the main drivin 
force, however. “Multinationa 
used to be a buzzword fix' sal 
ting up a clone erf yourself li. 
another country; GtobaEsaifa 
is a way of working - puttie 
your desig n facilitie s, in th 
UK, your manufacturing i 
Spain and your marketing f 
California. Division of labou 
on a global basis", notes M 
Cook. If this is to be dace efi 
ciently, then global data ns 
works are essential > 

Global networking is provic j 
attractive to public data no * 
work operators. It is tiie thin) 
ing behind FT’S move in tt 
UK and it also nrtriprlies mat 
of BTs activities in the area. 

In 1989, BT bought US publ 
data network operator Tyrone 
which is estimated to contr 
about half of the US publ/i 
data network market BT es>[ 
mates that it offer end-t * 
end managed data networks 
to more than 85 pm* cent of ti 
world's data communicatioi 
destinations.. 

Most of this access is v 
local carriers, but as with Tyi 
net, BT would like to ga . 
direct access to customers, jo. A 
as FT has intheUK. Therea H 
still many regulatory hurdl 
to cross, however. F. 
instance, BT is prevented > 
French law from toountin£| 
similar initiative to France 
that which FT has launched 
the UK. 
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There are 15m-20m fax machines worldwide, writes David Pilling 

A demand for fast workers 
with built-in memories 


IT IS not so many years ago 
that facsimile machine sales¬ 
men were habitual cigar smok¬ 
ers. Technology was such that 
early machines took several 
minutes to a single page 
of text and relied on burning 
chemicals to produce an image. 
Hence the cigar-smoking, 
which sa l esman used to mask 
the pungent aroma. 

Things have come a long 
way. There are now an esti¬ 
mated I5m-20m fax machines 
worldwide, according to Mr 
Lester Davis, chairman of the 
British Facsimile Industry 
Consultative Committee which 
represents leading UK suppli¬ 
ers. Most are of the Group 3 
industry standard and send an 
A4 sheet in seconds. 

Features may include single- 
touch auto-dialling, multi¬ 
broadcasting facilities, ID secu¬ 
rity codes (to protect against 
junk lax) and document feed¬ 
ers. 

There are 5.5m machines in 
the US. according to the news¬ 
letter Fax Reporter. In the UK 
there are an estimated 800,000- 
plus units, something like one 
for every three businesses. 

Mr Jeffrey Goldberg, indus¬ 
try analyst at Dataquest, the 
high technology consultancy, 
says the UK market peaked in 
1988-1990. This year sales have 
slowed and revenue may even 
record negative growth. 

However, Mr Pete Edmond¬ 
son, product development man¬ 
ager at Canon UK, argues that 
the market has been buoyed. In 
spite of recession, by the 
advent of plain paper fax 
machines. Until recently all 
fares were printed on thermal 
paper, which has the disadvan¬ 
tage of being too flimsy to file 
easily, while the print tends to 
fade. 

Plain paper faxes, using 
either ink-jet or laser printers, 
produce a much more office- 
friendly document. They are 
much in demand, especially in 
the US where Fax Reporter 
says the thermal market has 
stagnated. 

In the UK 10 per cent of 
machines sold so far this year 
have been plain paper, com¬ 
pared with 4 per cent in 1990. 
They tend to be more expen¬ 
sive than their thermal roll 
counterparts, although the dif- 
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Faster fax transmission cuts labour time and phone costs 

Growth off the facsimile market 

Total machines installed (TOO) * Forecast 
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ference in price is narrowing 
and the paper itself is about 
half the cost. 

Hie increase in the sale of 
plain paper machines, says Mr 
Davis of BFICC, mirrors the 
trend towards greater sophisti¬ 
cation. “New products are 


lower cost and higher featured, 
and are forcing out the lower- 
end machines." 

High mi the list of desirable 
features are memory functions 
enabling machines to be pro¬ 
grammed with short codes for 
frequently dialled numbers. 


Memory can be used for 
delay ed transmission, so that 
messages are sent during 
cheap-rate periods or delivered 
across time zones at an appro¬ 
priate hour. Some machines 
remember messages received 
when they have run out of 
paper and print them out when 
the paper tray is restocked. 

There is also growing 

rprmwnri for fester transmission 

which cats labour time and 
phone costs. Faster machines 
operate at 14,400 bits per sec¬ 
ond (bps), which manufactur¬ 
ers riaiin ran t ransmit an A4 

page in six seconds - although 
this does not include the 
period of “handshaking" when 
two machines mala* their ini¬ 
tial connection. 

There are also some Group 4 
faxes which operate on ISDN 
(integrated services digital net¬ 
work) circuits at 64,000 bps, 
transmitting an A4 page in 34 
seconds. In expectation of the 
mr |umid«in of ISDN, manufac¬ 
turers are developing enhanced 
Group 3 machines for 64,000 
bps transmission. 

If speed is important, so is 
error-free transmission. CGETT 
ECM, an industry standard 
adopted in 1968, automatically 
resends corrupted sections of a 
message, the theory being that 
users can send documents safe 
in the knowledge that an 
tmgarbled version will reach 
its destination. 

More sophisticated still are 
subscription services such as 
American Telephone & Tele¬ 
graph's Enhanced?AX and 
BTs FeatureFax which enable 
users to upgrade most Group 3 
machines. AT&T’s service 
allows customers to broadcast, 
virtually simultaneously, to as 
many as 10,000 fax machines, 
via nodes in the US, Canada, 
the UK, Japan and Hong Kong. 
Customers pays nsage 
(recorded In an itemised billing 
account) and a monthly $10 
subscription fee. 

The service came to promi¬ 
nence during the Gulf war, 
when more than lm messages 
were sent to troops in “Opera¬ 
tion Desert Fax". The US 
Chamber of Commerce uses 
the broadcast facility to send 
alerts on legislative develop¬ 
ments to its disparate mem¬ 
bers, while USA Today Interna¬ 


tional transmits an overnight 
sports wire to enthusiasts. 

Manufacturers believe there 
is room for growth even 
though some regions, such as 
Scandinavia, seem to have 
neared saturation point They 
expect new markets, particu¬ 
larly in eastern Europe and the 
Far East, where a pictorial 
alphabet makes fax ideal 
Dataquest confirms that 
eastern Europe - and in par¬ 
ticular the Soviet Union with 
its enormous distances - 
could become a region of huge 
growth. However, tins will not 
take place, it says, until the 
region has invested heavily in 
improving its telecommunica¬ 
tions network. 

Dataquest has recorded most 
European growth in Spain and 
Italy where sales have “taken 
off" in the past two years. The 
total European market in 1989 
(the most up-to-date figures) is 
estimated at $3J5bn (£L87bn) 
though, because of the method 
of calculation, Dataquest 
regards this as an overesti¬ 
mate. 

In Britain, BFICC is looking 
forward to a post-recession era 
of "aimsJength fax” in which 
it is hoped Large companies 
will move towards the conve¬ 
nience of stationing machines 
in every department 
As ISDN becomes more wide¬ 
spread, colour fay amt higher- 
resolution transmission are 
likely to become increasingly 
important. Faxing from com¬ 
mercial aircraft via satellite 1 

In the UK there are 
about 800,000 units, 
one for every three 
organisations 

could also become common¬ 
place. 

Home business fax is 
e xpanding Small businesses 
are baying auto-switching 
phone-fox machines, which 
differentiate between voice and 
fax and thus only require one 
telephone line for both func¬ 
tions. 

In the longer term, mannfar- 
turers are eagerly awaiting a 
surge in the leisure market 
where domestic machines 
would be widely used for non¬ 
business applications. 

Dataquest believes this is 
still some way off. At the 
moment, the only significant 
consumer market is in Japan, 
where domestic maohinps are 
so common tha t schoolchildren 
regularly fax homework to 
each other. Mr Goldberg 
believes that the cost or 
wiflrfringg would have to fail 
below £150 to see rapid UK 
growth in this market 


VALUE-ADDED SERVICES 

Leaping the barriers 


MANAGERS OF in terna tional 
data networks have battled for 
years with the administrative 
nightmare of dealing with sev¬ 
eral different telephone net¬ 
work operators (PTTs). They 
get forms and bills in several 
languages and currencies, and 
the difficulty of matching 
delivery times for service on a 
line between two or more coun¬ 
tries causes many a 
According to Mr Stuart 
Chief Operating nffirar 
of Barclays Network Services, 
what they want is an I m p ro ved 
service from the carriers which 
takes away the Hrtminls trfltivp 
burden. Hie ideal would be a 
one-stop shopping service, 
where a single operator would 
carry a company's cross-border 
date traffic and provide con¬ 
nections to Local 
M r Mpf-wm also b pHov pg that 
a single hffl should be provided 
in one currency, and that there 
should be erne point of contact 
to report network faults. 
"Some routes today consist of 
11 carriers. I want to deal only 
with one," he says. 

In response to similar 
demands from large multi-na¬ 
tional organisations world¬ 
wide, s evera l companies, 
including PTTs, are setting up 
one-stop shopping services. 
However, there are some 
firmly entrenched harriers In 
the faipwmnwnwiwiHnng regu¬ 
lations of most countries, 
which make it hard to get such 
a new concept off the ground. 

Even under the most liberal 
telecoms regimes such as the 
UK, the regulations permit 
third parties rally to offer ser¬ 
vices if they add value to the 
basic line provision. In other 
words, they must do «*™ithing 
extra to the data, not just 
transfer it from point to point 
The traditional value-added 
network operators such as GE 
Information Services, the IBM 
Information Network or BT 
Tymnet, have based their busi¬ 
ness on transporting specific 
types of compute data, such 
as IBM’s systems network 
architecture. They are also try¬ 
ing to build up a business in 
inter-company electronic mess¬ 
aging, especially electronic 
data interchange, which is des¬ 
ignated as the future standard 
for basic trading documents 
such as orders and Invoices. 

A newer concept is “band¬ 
width broking”, where the 
value added supplier will sell 


network capacity - the band¬ 
width - and will manage the 
traffic flow. This network man¬ 
agement is sufficient to count 
as “value-added” and get 
around most regulators. 

The lading bandwidth bro¬ 
ker is Infonet, founded by the 
US-based Computer Sciences 
Corporation, and n ow o wned 
by a consortium of PTTs. But 
the next 12 months will see the 
setting up of several more 
bandwidth broking services. 

AT&T, the US telecommuni¬ 
cations company, bas been qui¬ 
etly building a Europe-wide 
network; it now has nodes In 
seven countries and four cus¬ 
tomers signed up. Its rival 
long-distance operator, US 
Sprint, this year won a con¬ 
tract to provide pan-European 
data services for Unilever, the 
household goods manufacturer. 
And one of the smaller US 
players, World Communica¬ 
tions (World Com), a subsid¬ 
iary of Swiss firm Tele Colum¬ 
bus, has also just taken its first 
steps Into Europe, offering a 
t ransatlanti c managed service. 

There is a view that band¬ 
width broking will become a 
substantial business, and that 
it will evolve to encompass all 
aspects of network design and 
provision. 

The third US long-distance 
operator, MCI, launched its 
global communications ser¬ 
vices at the beginning of this 
year. MCI will design and put 
together a network to any 
country and manage the ser¬ 
vices that run over it It will 
tamdift all the network man¬ 
agement »tiH trouble shooting, 
while the customer receives 
one hill for everything. 

A further development will 
be virtual data networks, 
where sophisticated data facili¬ 
ties are provided on dial-up 
public lines. The research 
organisation Yankee Group 
believes that companies will 
Initially try the virtual net¬ 
work concept with their voice 
telephone services but in the 
next year or so, they will begin 
to use them for data as wefi. 

If that is so, private leased 
lines could become a thing of 
the past “If I look ahead five 
years, private fines as we know 
them today will be here but 
they won’t be leading edge 
technology,” says Mr Eldon 
Blast a MCI director. 

It is possible that hybrid net¬ 
works will evolve. Private lines 


will be used for a company's 
most sensitive data; or on 
routes where very high vol¬ 
umes of traffic are regularly 
transmitted. But the rest of 
their data communications 
traffic may be entrusted to a 
value-added “bandwidth bro¬ 
ker” or the company may sign 
up for a virtual service. 

Companies with very large 
private networks will tend to 
be cautious. 

What these customers look 
for is competitive pricing and 
high service levels. They also 
watch for any discrepancies 
between promise and practice. 
On the transport networks 
there can be considerable dif-' 
ferences in time taken for. the 
network to respond to a termi¬ 
nal- K may be very &st if only 
one terminal goes on line, but 
considerably slower if a group 
of terminals are logged on. 

Very often too, the network 
operators will say they can 
offer service in certain places, 
on the assumption that if they 
win the contract, they will put 
a node in there. 

As more competition arrives, 
they are being forced to 
respond to customers. The 
most common request today is 
for “bandwidth on demand" - 
network c a pac i ty made avail¬ 
able in whatever quantities the 
customer needs, at any time 
that it may be needed. 

One of the attractions of a 
value-added or managed ser¬ 
vice is that expensive dedi¬ 
cated lin« do not lie idle for 
364 days a year, just so that the 
company h«g enough capacity 
to handle a surge in tramcon 
the remaining day. They 
expect that if they sign up to a 
third party or vfiual network 
service, they will have the 
lines when they need them, 
and not have to pay for them, 
when they do not 

An extension of this concept 
is a user-defined network. 
According to Mr McLean, this 
is where a customer can spec¬ 
ify regular time slots when 
extra capacity will be needed: 
“A facility you might ask for is 
that every Tuesday and Thurs¬ 
day at midnight you need a 2 
Megabits a second line between 
A and B. A user-defined net¬ 
work gives you the opportunity 
to go m from a console and ask 
for those 2 Megabits.” 

Monica Horten 


What company has won more Nobel 
Prizes than Cambridge University? 
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None. 

But with 4 Nobel Prizes for physics - 
bo Cambridge University^ 22, no one 
comes closet than ATST. 

Coasidering Cambridge!* hallowed 
portals have been open a good 600 years 

longer than those of our own APST BeU 
Laboratories, w’re happy with the score 
so fee 

Arid when you consider that our 
endeavours lie In the far less academic 

pursuit of giving you better telecommu¬ 
nications to the USA. we think you'll 

©1991AT8J . 


be just as happy about what that means for 
your business. 

Technological advances? Certainly. 
Bmalsocosr-effictency.easeofuia^ * 
custom tailoring and personal service. 

Our AT&T SKYNET® International 
Service and AT&T International aCCUNET® 
Digital Services arc just two examples. 

Nobel Prizes are always nice, but win¬ 
ning our customers’ confidence is even 
nicer. 

Specify AT&T to your local Telecom- 
munkations company, for al 1 tout satellite, 


terrestrial .switched and private leased 
telecommunications with the (ISA 
For more information, please contact 
your local AT&T office. 

The right choice Id the USA 


AT&T 


HOW REUTERS WILL PROFIT 
FROM THE NORDIC GATEWAY. 
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Mr Graeme Barbour manages Reuter's Nordic telecommunication network. 


Smart routing and cost-effective communi¬ 
cations are absolutely vital for a global infor¬ 
mation trader like Reuters. In the Nordic 
region, where the famous “Reuter screen” Is 
a widely trusted Information life-line, the com¬ 
pany has identified Sweden as the nature] 
gateway. 

The hub of Reuters' Nordic network is 
equipped to serve well over 8000 customer 
work-stations, connected together with com¬ 
munication lines installed and maintained by 
Swedish Telecom International, the Televerket 
subsidiary responsible tar International tele¬ 
communication services. Says Mr Graeme 
Barbour who manages Reuters' Nordic tele* 
communications network: “Prime reasons for 
building our Nordic network around a Swedish 


hub are our excellent relations with Teteverknt 
their flexibility and their high BB352* 
aards. 

This is no coincidence. Sweden has a 
highly digitalized exchange network, more 
telephones and more mobile telephones per 
caprta and more work terminals pVr VrSkSL 
than any other market Televertart welcoKT 
the business world to Europe's most oo«i 
telecom market - the natural gatewaJtefo the 

maSST Bnd neW 

And. as with Reuters, we welcome anv 
opportumty to turn communication chailenaes 
rewarding businessoppor- 8 


Televerket 


Within Televerket Swedish Telecom International develops and markets mtamarw, 
telecommunication services. For further Information, please write nr ^^ vonai 
Swedish Telecom International AB, P.O. Box 70362, S-10724 Stockholm oZLi 
Tel +4887006000, Fax +4687006181 ’ Weden 
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SECTION IV 


GLOBALISATION 

Scramble of 
the titans 


A KALEIDOSCOPE of 
acquisitions, investments and 
affiances Is forming, which will 
set the pattern for global tele¬ 
communications In the late 
1990s. 

New consortia are taking 
shape, drawn from operators, 
users, computer vendors, 
equipment suppliers and new 
marke t entrants to take advan¬ 
tage of emerging business 
opportunities and to minimise 
financia l risks. 

There is little or no prece¬ 
dent for these ventures. 
Incr easing l y crossing nations! 
borders and industry sectors, 
each is being develop ed an an 
ad hoc basis. Membership is 
dictated by the relevant busi¬ 
ness considerations. And there 
is no predicting which will be 
successful 

At stake is the possibility of 
forging global leadership on 
two fronts. The first Is in the 
management and operation of 
multinational corporate net- 
works. The second is the 
expansion abroad made possi¬ 
ble by the growing number of 
telephone company privatisa¬ 
tions and the opening of speci¬ 
alised service sectors. 

Faced with intrusion into 
their own national backyards 
the movement abroad is being 
led by AT&T. BT (formerly 
British Telecom), Cable & 
Wireless, and OS Sprint As 
they attempt to meat the 
demand for end-to-end service 
delivery from multinational 
customers and increase reve¬ 
nue by entering high growth 
markets overseas, the new wis¬ 


dom Is to think global and act 

1 m l- 

Even among the major play¬ 
ers there is still conriderable 
mOoBism oyer what the core 
diversification strategy should 
be. The spectacle is one of 
industry giants scrambling 
after every emerging opportu¬ 
nity in the $320tm telecommu¬ 
nications services market, 
without a dear Idea of how 
each move fits into the final 
picture. 

Smaller players are being 
left to ponder whether they 
must make their move now or 
wait until the market settles. 

As the more dominant tele¬ 
communications carriers 
develop competitive tariff 
structures and begin to build 
intelligence into their net¬ 
works, one outcome may be 
the rise or the ■super-carrier", 
as the likes of BT, AT&T. 
NTT, Deutsche Telekom and 
France Telecom begin to wage 
the zeal battle above the heads 
of their smaller rivals and pri¬ 
vate service providers. 

In such circumstances, sec¬ 
ond tier operators such as Bel¬ 
gium’s RT T or the Nether¬ 
lands’ PTT might be forced to 
stay at home to seek growth in 
new value added service and 
mobile communications mar¬ 
kets, protected from real com¬ 
petition by national regulation. 

Likewise, they risk being 

giifajfamf ly; rtiA already Intone* 

race among the major carriers 
for control of the transoceanic 
fibre optic conduits that will 
form the backbone of tomor¬ 
row's global communications 
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infrastructure. As communica¬ 
tions capacity becomes a com¬ 
modity, camera are position¬ 
ing for the time when the 
economics of overcapacity 
force a shakeout in the mar¬ 
ket Led by AT&T, the estab¬ 
lished carriers plan five more 
transatlantic cables by 3996, in 
addition to the two existing 
cables TAT-8 and PTAT. With 
a BimflHT situation developing 
on transpadfle routes, this will 
almost certainly preclude the 
development of further private 
sector projects. 

On land an equally intense 
battle is shaping up as the 
competitive market structure 
for long distance operations 
established in the US, UK. and 
Japan is replicated in countries 


such as Australia, Canada, Fin¬ 
land, New Zealand and Swe¬ 
den. And In Europe, the Her¬ 
mes consortium established 
between private sector inter¬ 
ests and ll national railway 
companies to build a pan-Euro¬ 
pean long distance network is 
set to challenge the regulatory 
status quo. 

All these competitive net¬ 
works are restrictive regula¬ 
tion governing the delivery of 
international services and on 
the resale of third-party traffic. 
Once these are lifted, entry by 
the likes of IBM, DEC. EDS, 
GEIS, and new niche players 
can also be expected. 

Overall, the new era is one of 
complex promiscuous relation¬ 
ships. Although it is stUl 


uncertain whether this will 
result in generalised competi¬ 
tion between long standing 
International operators or a 
mix of partnership and compe¬ 
tition, co-operation is likely to 
be on a bilateral basis rather 
than the multilateral corre¬ 
spondent relations common 
until now. 

BT has already led the way 
in breaking up the dub of 
national operators by acquir¬ 
ing US company Tymnet’s 
global data operations. Last 
month it established Syncor- 
dia, based in Atlanta, Georgia, 
which »frna to taka over the 
running of multinationals’ 
internal networks. AT&T and 
France Telecom have also now 
broken ranks with their forays 


into the UK, through their 
respective acquisitions of Istel 
and part of the old London 
Transport network. Other 
neighbouring markets are 
expected to follow as targets. 

As international competi¬ 
tors. Increasingly attempting 
to penetrate each other’s mar¬ 
kets and struggling for the 
same Private leased line traffic, 
the leading carriers have an 
incentive to invade each oth¬ 
er's patches. 

This mnkaa for a very uncer¬ 
tain fixture fin* such ventures 
as Infonet, a jointly owned 
company between MCI and 
right other national telephone 
companies. The situation is 
further complicated by the fact 
that almost all companies are 


stffl developing their interna¬ 
tional strategies. BT and 
AT&T are testing the market 
for global network manage¬ 
ment through their various 
acquisitions and affiances, but 
the synergies provided by BPs 
SL4on investment in McCaw 
npUnijir Communications, t he 
landing US mobile group, or 
AT&T’s attempt to combine 
the roles of service provider 
and equipment supplier, are 
not immediately obvious. 

In the same way, while 
bulldfrig its global di gital high¬ 
way and competing as an alter¬ 
native carrier in the UK and 
US, Cable & Wireless is in the 
meantime heavily dependent 
on its monopoly franchises in 
Hong Kong and other former 


colonial territories. And US 
Sprint, joint owner of the pri¬ 
vate transatlantic cable PTAT 
with C&W, may soon find itself 
competing directly with its 
erstwhile partner through joint 
venture projects with British 
Waterways and Hermes. 

Over the longer term, a 
major question mark In 
whether the traditional tele¬ 
phone companies with their 
legacy of monopoly organisa¬ 
tion can effect the necessary 
cultural changes to compete on 
a global scale. 

This uncertainty extends to 
their ability to make sensible 
i n vestment decisions overseas, 
hi particular, fixe commercial 
justification of investments by 
Continued on Page 22 
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Profile: A T &T 


Pace of expansion 


overseas quickens 


AT&T, the largest US long 
distance telephone carrier, is 
expanding overseas at an 
extremely rapid rate. The aim, 
says Ur Robert Allen, the 
chairman, is to “make AT&T 
a truly global company”. 

International revenues 
accounted for only 8 per cent 
of A T& Ts total in 1984, when 
the company was broken up in 
settlement of an anti-trust case 
and saw its local services spun 
off. By last year, they com¬ 
prised 15 per cent of the total 
and the group's impending 
takeover of NCR, the computer 
manufacturer, will raise the 


At present, Its largest 
source of international 
revenues Is 
International 
long-distance calling 


tally to about 22 per cent Mr 
Allen’s goal is about 25 per 
cent by 1995 and 50 per cent for 
the long term. “We expect to 
see an evolution in the world 
market that will result in just 
a handful of large, global, 
information technology compa¬ 
nies. and we intend to be one 
of them,” he says. 

AT&T actually had a size¬ 
able overseas presence in the 
last century, hge*nnhip with a 
plant In Antwerp, Belgium, 
which it opened in the 1880 s. In 
1925, AT&T sold its overseas 
telephone manufacturing 
operations to ITT, so that it 
could concentrate on the US 
market, although it has always 
provided an international 
long-distance calling service. 

It began to re-enter the Inter¬ 
national arena in the late l9?Qs 
and made foreign activities an 
important part of its strategy 
in the early 1980s, driven both 
by technological change and 
the impending break-up of the 
US business. It employed fewer 
than 100 people outside the US 
in the first half of the 1980s, 
compared to 22,000 now and 
nearly 50,000 once the NCR 
deal is c onsumma ted. 

Mr Allen admits AT&T 
spent much of the 1980s finding 
its way around the interna¬ 
tional market place. For exam¬ 


ple, a much vaunted global 
computer alliance with Olivetti 
ended unsuccessfully in 1989. 
with the Italian side critical of 
AT&T’s marketing stalls. 

However, the pace has been 
quickening in the past few 
years, and AT&T brings some 
formidable strengths to the 
international arena, including 
the research capabilities of its 
Bell laboratories; its position 
as the leading company in the 
US long-distance service mar¬ 
ket; and its pre-eminence in 
the US equipment market 
At present its hugest source 
of international revenues Is 
international long-distance 
calling, a market growing at 15 
per cent a year. However, the 
company expects sales of net¬ 
work telecommunications 
equipment will eventually 
supersede that source of reve¬ 
nue. 

The group sold more than 
$L5bu of equipment overseas 
last year, up from Slim In 1969, 
and it wants to attain at least 
$4bn by 1995. Mr Allen says 
that, during the next 10 years, 
the world will spend more 
money on network equipment 
than it spent in the previous 
115 years since Bell invented 
the telephone. AT&T is being 
asked to bid on projects that 
were formerly captive markets 
for local suppliers. 

It also has the status of a 
local supplier in many coun¬ 
tries, with more than 30 manu¬ 
facturing and tpchniflai ce ntr e s 
in Europe, Asia and Latin 
America. Mr Sam Willcoxon, 
who heads international 
operations, says that “As our 
business continues to «pnwi 
around the globe, you wHL see 
our manufacturing capability 
expand accordingly. M The 
group also has some 25 strate¬ 
gic partnerships and alliances 
overseas. 

The acquisition of NCR, 
which receives 62 per cent of 
its revenues from overseas, is 
intended to improve A T& T’s 
lacklustre performance in the 
computer market Mr Allen’s 
aim is to make networked com¬ 
puting. a rapidly expanding 
sector, a core AT&T business. 
Wall Street has yet to be con¬ 
vinced that putting the two 
computer companies together 


will turn the AT&T business 
around. 

The group does not seem to 
be restricting its expansion to 
any one market Mr Willcoxon 
says it will be growing in 
Europe and Asia, adding that 
Mexico and Latin America also 
offer significant opportunities. 

Unlike the US’s regional Bell 
telephone companies, AT&T 
has not taken advantage of the 
privatisation movement in the 
global telecommunications 
market to pick up stakes in 
foreign telecoms operators. 

Mr Willcoxon says that the 
group would not nue out such 
a move, but would want any 
involvement to maintain its 
focus on the long-distance and 
internation a l markets, whereas 
most of the privatisations are 
of integrated local and 
long-distance services. 


Martin Dickson 


NIPPON Telegraph and 
Telephone Corporation (NTT), 
struggling to marntatn a com¬ 
petitive edge in its domestic 
market following privatisation 
in 1985, is anxious to become a 
provider of profitable foreign 
and domestic telecommunica- 


Profile: NIPPON TELEGRAPH AND TELEPHONE CORPORATION 


International aspirations 


tions services. 

However, these ambitions 
are aggravating an already 
tense stand-off with Japan’s 
Ministry of Posts and Telecom¬ 
munications (MPT), which 
supervises NTT. The ministry 
has o verseen the spin-off of 
NTT’s mobile communications 
operations into a separate com¬ 
pany, and is calling for NTT’s 
local services to be broken up 
into nine regional companies, 
ostensibly to bring Japanese 
customers the benefits of 
enhanced competition. NTT 
wants only a two-way split, 
between local and 
long-distance services, and 
views such overtures as a ploy 
by the ministry to increase its 
leverage over the telecommuni¬ 
cations industry as a whole. 

NTTs impatience to enter 
overseas business fields stems 
partly from its conviction that 
provision of Internationa] tele¬ 
communications services to 
the ginhaTiy - nriwitpd business 
community offers one of the 
best guarantees of long-term 
profitability. It is also con¬ 
vinced that failure to act 


promptly will jeopardise 
Japan’s chances cf establishing 
itself as a fifth global telecom¬ 
munications services provider, 
alongside Britain, France, Ger¬ 
many and the US. 

However, in its quest for a 
broad er international role, 
NTTs position is weakened by 
its poor track record at home. 
Since privatisation, its share 
price (first listed in February 
1987) has fallen dramatically to 
a quarter of the peak of 
Y3J8m. NTT has been repeat¬ 
edly upstaged by local competi¬ 
tors in offering new services 
and rate cuts to domestic 
users. Despite cuts pn some 
routes, long-distance charges 
remain relatively high; they 
average 24 tiroes the cost of 
local calls, compared with 
three times the cost of a local 
cal l in B ritain. 

NTT’s identity crisis was 
again brought into the open 
last July when, during a visit 
to Singapore, NTT president 
Mr Masashi Kqjima said NTT 
now considers itself ready to 
undertake fall-scale ventures 


in overseas markets. He had 
earlier stated he considered it 
essential that NTT move into 
global business activities 
within one or two years. 

Mr Kojima’s statement 
evoked an Immediate rejoinder 
from the director of MPT’s 
Telecommunications Bureau, 
Mr Tetsuo Morim oto. He 
suggested that NTTs business 
in foreign countries should be 
restricted, and offered a 
reminder that in Japan, inter¬ 
national and domestic telecom¬ 
munications business are sepa¬ 
rated by law. Mr Morimoto 

ffdrffld that it remains nnrlpar 

whether NTT has tire support 
of Japanese users, which pay it 
fees, for the use of these funds 
in foreign operations. 

NTT hag subsidiaries in the 
UK, Europe, Brazil and the US 
(east and west coast divisions), 
and overseas representative 
offices in six other countries, 
principally in south-east Asia. 
NTT described the function of 
its newest subsidiary - opened 
in Dfiaseldorf last June - as “a 
base to strengthen NTTs co¬ 


operative business-orientated 
relationship with Germany and 
Europe” and a “liaison and 
base from which to expand 
international procurement and 
technical co-operation 
operations". 

Ten newly-industrialising or 
developing countries - includ¬ 
ing several south-east Asian 
nations. Mexico and Brazil - 
are said to have asked NTT for 
assistance in establishing 
national telephone companies 
and international networks. 

NTT spokesman, Mr Yoshi- 
mssa Hashrmoto, says the com¬ 
pany is regularly approached 
by trade and manufacturing 
companies in Japan and over¬ 
seas seeking assistance in set¬ 
ting up their own global net¬ 
works. NTT has talked to BT 
about establishing a new joint- 
venture company, called Syp- 
cordia, which would provide 
the maintenance required by 
these networks and eventually 
sell related services to users on 
a “one-stop shopping” basis. 
But it has not yet committed 
h»»w to this. 


“We have little experience of 
international business, so its a 
big challenge for us", says lit 
Hashimoto, “but this is a crifi., 
cal time to enter the global 

market However, It remains 

very important that these pro¬ 
jects are shown to contribute 
to Japan’s domestic market" - 
Despite the MPT’s apparent 
intransigence over NTTs inter¬ 
national aspirations, recom¬ 
mendations from a senior Mpj 
advisory council last July 
seemed to indicate that the. 
ministry is hedging its bets. 
The council stated that foreign 
ownership of NTT shares (con 
rently banned by the govern 
ment on national security, 
grounds) should be permitted, 
up to a infixiin iiM of 20 per 
cent, in order to broaden NTTs' 
financial base and allow it- to 
gain a strategic stake in for¬ 
eign companies. The Tear was 
also expressed that-NTTs 
dosed ownership could lead 
foreign countries to oppose 
future expansion. 


Roy Gamer 


Profile: BT 


Keener than ever to play on a world stage 


THE track record of BT 
(formerly British Telecom) as a 
global telecommunications 
player is not (me that it would 
choose to boast about 

Many of the companies that 
it has bought overseas are 
either np for sale, losing 
money or have already been 
wound up. 

At the same time BT has met 
with little success in its 
attempts to win licences to 
operate new services abroad. 
And it has not even bid for the 
former state telephone monop¬ 
olies that governments in some 
of the developing companies 
have been seeking to privatise. 

But it takes more titan a few 
million pounds of misguided 
investments to dampen the 
spirits of a company which trill 
record pretax profits in excess 
of £3bn this year. BT is keener 
than ever to become a global 
communications player and 
flfatma to have teamed some 
important lessons from its past 


mistakps in fis submission to 
the Office of Telecommunica¬ 
tions and the Department of 
Trade and Industry as part erf 
the duopoly review last year, 
BT said its mission was “to be 
the most successful telecom¬ 
munications operator in the 
world by satisfying customers 
worldwide”. 


Emphasis Is put on 
providing the largest 
companies with the 
highest quality and a 
wide range of services 


Mr lain VaHance, the chair¬ 
man, aims to make BT one of 
only a handful of truly global 
telec o mmunications o p e rator s. 
He is already wooing partners 
and customers worldwide in an 
attempt to fulfil his dream. 

In BTs new global vision, 
the ownership of overseas com¬ 


panies is not vital, instead, 
emphasis is put on providing 
the world's largest companies 
with the Highest quality and 
tiie widest range of telecommu¬ 
nications services available, 
backed up with network man¬ 
agement and customer service 
facilities anywhere in the 
world. 

The BT str ate gy requires a 
presence in those countries 
where these multinational cor¬ 
porations are likely to be 
based • western Europe, the 
US, Japan and, to a lesser 
extent, Hong Kong and Singa¬ 
pore. 

But few of these countries 
allow foreign companies to 
own and operate networks 
meaning that companies like 
BT have to forge partnerships 
with other operators. 

Over the last two years, such 
affiances have proliferated. BT 
partners the US and Japanese 
giants, AT&T and Hokusai 
Denshin Denwa in one of the 
affiances, while BT is in negoti¬ 
ations wtth Deutsche Telekom 
and Nippon Telephone and 
Telegraph with a vww to their 
j oining the recently launched 
more ambitions Syncordia proj¬ 
ect 

BTs current philosophy 
marks a radical change in 
t h i nking from that which ted 
to the purchase of a 51 per cent 
stake In Mitel, the Canadian 
teleco m munications equipment 
manufacturer, in 1986 - the 
company’s first significant 
overseas diversification after 
privatisation. 

In those days, BT backed the 
theory that computing and 
telecommunications would 
merge Into a ubiquitous infor¬ 
mation technology industry. 
Mitel was primarily a supplier 
of company telephone 
exchanges, but BT had also 
been attracted by the compa¬ 
ny’s microchip innovations 
underpinning that success. 

Subsequently, however, BT 
derided that its future lay in 
services and not diversification 






Ferry service: a BT telephone exchange on Hs way to Lamu Wand oft the coast of Kenya 


I into new areas such as manu- 


for such licences, but 
its only success to date has 

been in Japan. .. 

It was obtained in June 
when a consortium In which 
BT has a five per cent stake 
wan a contract to operate a 
digital network in the Tokyo 
region. 

The one overseas investment 


BTs mission Is ‘to be 
the most successful 
telecommunications 
operator in the world 
by satisfying 
customers worldwide’ 


In spite of Hs poor 
record overseas, BT 
Is still treated with 
respect by other 
telecommunications 
operators 


factoring. 

And so its Canadian acquisi¬ 
tion was put up for sate last 
January. Mitel has not even 

been useful from a financial 

point of view. Its profits have 

slumped over the last two 
years and that BT is unable to 
find a buyer. 

The purchase of stakes in 
two US mobile communica¬ 

tions operators, Metrocast and 
McCaw Cellular La 1988 and 

1989 respectively, fitted in with 

the new BT strategy. 

Metrocast was a nationwide 
paging operator, promising to 
find an important niche in 
what was until then only a 
regional service, while McCaw 
Cellular was in tile process of 
becoming the largest cellular 
telephone operator in the 
United States. 

The promise of Metrocast 

was never fulfilled. What had 

looked Uke a gap in the market 

did not materialise, and BT 

decided to wind the company 

up last June after felling to 
find a boys'. It lost about $50m 




as a result of buying an 80 per 
cent stake in the venture. 

A 22 per cent stake in 
McCaw Cellular, a far bigger 
venture, cost BT Jl.Sbn BT 
happened to bay when cellular 
stocks in the United States 
were at their peak, and shares 

in McCaw are now trading at 

only half the level at the Hm«» 
of the purchase. Meanwhile, 

McCaw itself, which had total 

debts amounting to $1.8bn at 

the time of the BT purchase 

now has liabilities of S5.4bn. 
Fait of the rationale behind 


BTs purchase of the stake in 
McCaw Cellular was based on 
the fact that cellular communi¬ 
cations is one of the moat 
dynamic sectors of the telecom¬ 
munications industry and also 
the assumption that experience 

u? in ? < Ki in - the ps woul d be 
tovaluble m other markets. 
However, if BT thought that 
involvement in McCaw would 
beip it to win licences to oper- 
ate cellular networks in otter 
mrntots, it was mistaken. 

“T pas been involved in sev¬ 
eral international c ons ortia 


that has come up trumps for 

BT i s Tymnet, the value-added 

data services company that BT 

bought from McD o nald Doug¬ 

las for 8355m in August 1989, 
shortly after the McCaw deal. 
Unlike BTs other acquiaftiflPa 
Tymnet has been Incorporated 

Into BT’a mafaHiw! business 

and is being used as the 
vehicle through which BT mar¬ 

kets a sophisticated range of 
new data communications finr 

hs large customers. 


In spite of its poor record 
overseas, BT Is still treated 
with respect by other telecom¬ 
munications operators aspiring 
to be global players. 

Projects such as Syncordia 
Illustrate that BT is at the fore¬ 
front of the race to develop 
global network capabilities. 
But doubts over its ability to 
build an international network 

persist BT still has to prove 

that it has learnt from Its Mitel 

and Metrocast days. 


Marie Newman 


Titans 


scramble 


Continued from Page 21 
| Francs Telecom, Spain's Tele¬ 
fonica the US regional Bell 
operating companies among 
others, in telephone company 
privatisations in Asia. Latin 
America and eastern Europe 
remains u nprove n. 


The same is probably true of 
the satellite and mobile com¬ 
munications licence s enwiying 
In eastern Europe and else¬ 
where, or the moves by the US 
Regional Bell Operating Com¬ 
panies into cable television in 
the UK. 

The opportunities afforded 
by growing regulatory liberal¬ 
isation, the acceptance of mul¬ 
tiple service carriers, the open¬ 
ing of specialised service 
sectors, and telephone com¬ 
pany privatisation are unlikely 


to tfiminigh . 

. Telecommunications ser- 
uow firmly estab- 

KSSf? diversifica- 

tion target worldwide. But ft fa 

difficult to predict who the 
combinations win. be 

to i c<H> P erate and 

compete simultaneously with 
the same players has become a 
“cjssary art in international 

telecommunications. 

£S an ?l on ot interna- 
tonal trade, the geographical 
dispersion of company activi¬ 


ties and the extension of trie- 
phone company operations 
worldwide have now made fete- 

communications a truly global 


But the most worrying 
aspect of the process must be 
that it has not meant any nar- 
rawing of the gap between the 
industrialised countries and 
the the developing; world.; ? 
anything it has tended to 
widen. 


Denis Gilhooly 
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SINCE Cable- and Wireless 
launched its global strategy In 
the raid 80s, international tele¬ 
phony has been growing by 
around 20 per cent a year. 
According to a recent report by 
the International Institute of 
Communications there has 
best a sixfold increase in inter - 
national telephony to 35bn 
minutes in 1391. 

_ Set against these figures 
Caw's decision to pursue an 
international global-strategy, 
was described by rate analyst 
as “nothing short of brilliant". 
Yet, in many ways, it is not so 
much brilliant but a simple 
decision to revert to its past 
strengths. 

At the beginning of the 20th 
century the company could 
claim to be the world's interna¬ 
tional telecommunications 
company, serving the outposts 
of the British empire when the 
bulk of international traffic 
Went through London. It so 
irritated C&Ws emerging com¬ 
petitors, such as AT&T, the US 
telecommunications company, 
that new International rules 
were established. These pre¬ 
vented a single international 
carrier from delivering a mes¬ 
sage by itself thereby breaking 
C&W’s monopoly on interna¬ 
tional traffic. 

While losing its premier posi¬ 
tion as an international car¬ 
rier, C&W kept hold of its 
international monopoly in 
Hong Kong, while retaining 
markets, mainly in former 
British colonies, such as the 
Caribbean and parts of the 
Middle East and Africa. 

However, when the company 
was privatised In 1981 it found 
itself in something of ‘a 
dilemma. How could it justify 
pumping hundreds of mUHnns 
of dollars of investment in 
some of its International busi¬ 
nesses, such as the West Indies 
for example, if it was not 
linked to other business cen¬ 
tres of the world also serviced 
by C&W? 

To overcome this problem it 
launched its international 
strategy with the aim of build¬ 
ing a “global di gital highway”. 
A network of fibre-optic cables 
would link C&W’s main busi¬ 
ness centres of the world. To 
achieve t-hia goal C&W set 
about boosting its own interna¬ 
tional business in strategic 
centres across the globe. This 
included the following moves; 

■ The launch of Mercury Com- 



around the world. In Jamaica, 
for example, the company is in 
the middle of a $50Gm invest¬ 
ment programme, introducing 
optic-fibre networks and digital 
exchanges across Jamaica. By 
1994/5 the company aims to 
have installed 250,000 lines 
serving 420,000 telephones. 

However, while Lord Young, 
who took over as chairman 
this year, is an enthusiastic 
supporter of the global strat¬ 
egy, he has also been pursuing 
one of his own. It mainly 


4Jbn people are still without 
phones, there is a potential for 
vast growth.” Thus C&W has 
been pursuing opportunities in 
eastern Europe, particularly in 
Poland. Hungary and the 
USSR, and in Latin America. 

Finally, it is also attemp tin g 
to es tablish niche positions in 
three markets. 

First, it has set up a special 
group to seek out mobile com¬ 
munication opportunites 
across the world. 

Second, Mr Colin Bell, who 


It has helped cement good relations with 
the Chinese government - crucial for a 
company with a large stake in Hong Kong 


Country 

Outgoing 
MTT in 
mflBoos 

Incoming 
MTT In 
mflBam 

Balance 

Of BUTT 

(Defied)/ 
Surplus os % 
Of total MTT 

Australia 

517.7 

397.7 

(120.7) 

(134 

Austria 

47&3 

488-8 

10.5 

1.1 

Belgium 

731 

755 

24 

1.6 

Canada 

565 

358 

(207) 

(22.4) 

Denmark 

362 

343 

(19) 

(2.7) 

Finland 

188 

213 

27 

6JB 

Francs 

1.921 

2.91 

170 

42 

Germany 

2333 

2,369 

(464) 

(8.3) 

Ireland 

75 

122 

47 

23.9 

Italy 

908 

1,161 

253 

123 

Israel 

118 

202 

84 

26.3 

Japan 

754 

732 

(32) 

(4.0) 

South Korea 

188 

350 

162 

30.1 

Luxembourg 

151 

83 

(88) 

(29.1) 

Malaysia 

80 

100 

20 

11.1 

Netherlands 

905 

852 

(53) 

(3-0) 

Norway 

281 

277 

(4) 

(0-7) 

Portugal 

126 

270 

144 

38.4 

Spain 

611 

653 

42 

3J3 

Switzerland 

1,356 

1,016 

(340) 

<1-4-3) 

Taiwan 

212 

302 

90 

17.5 

Turkey 

159 

441 

282 

47.0 

UK 

2^52.8 

2,330.3 

77.5 

1.7 

US 

5.265 

2,604 

(2,661) 

(33.8) 


Trunk calk a C&W telephone being used In ttw Seychelles 


muni cations in 1984 - when it 
became a public telecommuni¬ 
cations operator - as part of 
the duopoly with BT. By the 
end of last year C&W had 
invested £1.4bn in the network: 
C&W believes the outcome of 
last year's duopoly review, 
allowing new competitors into 
the UK telecommunications 
market, justified its decision to 
spend £500m a year for the 


Japanese market by taking a 
17 per cent share in IDC, one of 
the three big Japanese opera¬ 
tors. The formation of Fair-way 
networks, a joint venture 
between C&W and Toyo Infor¬ 
mation Systems, took C&W 
into Japan's domestic market 
for the first time. Fair-way, a 
data and fax network, can 
lease circuits from IDC for the 
delivery of value-added ser- 


At the beginning of the 20th century the 
company could claim to be the world's 
international telecommunications company, 
serving the outposts of the British empire 


next three years to boost Mer¬ 
cury’s share of the market It 
has 15 per cent of the UK inter¬ 
national traffic and a greater 
share of private networks. 

It recently bought the minor¬ 
ity holding in Motorola, the 
company's partners in Mercury 
Personal Communications. 
Subsequently, C&W entered 
into an agreement with Uni tel, 
one of the other two PCN 
licence holders, for a capital 
investment and cost sharing 
agreement. 

■A significant push into the 


vices, while IDC can use Fair¬ 
way to complete its own con¬ 
nections. This gives C&W a 
stake in both types of carrier 
allowed under Japanese regula¬ 
tion. 

■The bmld-up of C&W’s pres¬ 
ence in the US, culminating in 
this year’s agreement to 
acquire TRT/FTC, a US domes¬ 
tic and International carrier, 
for around $174m. This makes 
C&W the fourth largest 
long-distance player in the US. 
TRT/FTC has direct links to 
many overseas countries 


including the UK, Japan, 
France and Germany through 
its international cable and sat¬ 
ellite networks. 

Lord Young, C&W chairman, 
in a recent speech to the 
F inancial Times Telecommuni¬ 
cations conference, said: “A 
fundamental part of our Euro¬ 
pean strategy is to see these 
services not just as a common 
offering across the continent, 
but as a part of our global 
approach to unifed services 
and networks 

C&W has deliberately built 
up its presence in the leading 
business markets to link them 
by way of its Global Digital 
Highway, its global strategy 
has been funded, in part, by 
the sale of part of its share¬ 
holding in Hong Kong Telecom 
to Citic, the industrial invest¬ 
ment arm of the Chinese gov¬ 
ernment. This has raised the 
cash - $ 80 Qm - needed to pur¬ 
sue its global strategy. (It has 
also helped cement good rela¬ 
tions with the Chinese govern¬ 
ment - crucial for a company 
with such a large stake in 
Hong Kong's future.) 

The global strategy has 
enabled C&W to justify its 
investment in its markets 


involves refocusing the present 
international strategy to avoid 
a head-on clash with some of 
C&Ws biggest competitors, 
such AT&T and BT. He is also 
keen to inject more marketing 
flair into all levels of the 
organisation. 

Mr Jonathan Solomon, 
C&W’s director of corporation 
business development, 
explained the refocusing as 
breaking into the telecommuni¬ 
cation world of the have-nots. 
He said: “The 15 major OECD 
countries represent the tele¬ 
communication haves. But 
what should not be forgotten is 

that in the tplpcn inmiiniratinn 
world of the have-nots, where 


was previously in charge of 
AT&T’s UK operations, was 
recruited to run C&W’s data 
communications. He hopes to 
unify the company’s data com¬ 
munications across the globe 
with plans to extend into conti¬ 
nental Europe. 

Third, the planned launch of 
C&W’s business communica¬ 
tions strategy for multination¬ 
als, now known by the name 
“Planet”. Building on its global 
digital highway, Planet will 
offer specific services tailored 
to the multinational customer. 
This strategy is due to be 
launched early next year. 

Roland Rudd 


MITT It Minutes of T*l«conHtmle«tfcHi Traffic. Date m tor international public met drcuta 
only. Canada figures arm tar Tatagtaba only and antiuda US and Maalco tndtki. Data tor Ireland 
ara tor dia itocm yaai April IB90 to March 1001 axctudlng WWiatend rods- Taiwan dan are tor 
Baca) yaar ending Jtma 1080. Japan data ara tor KDD only tor die Dedal year ending Man* 
1991. Franca data are tor Sacaf yaar adding March 1991. US data ara for (raffia MWM" 
continental US and taralgn points for AT&T. MCI, US Sprint and TRT/FTC co wte nid and 
aadude traffic io Canada and Uaatoa Data tor UK and Auetmlla are lor the fiscal year April 
1909 to March ms Dale tor Austins. Germany and tody ara tor the yaar T9B9 

Source; Marnatitaaf institute 0 1 Comnuntoatires 1991 

Es tim a t ed capacity of trans-ocaanVc cable and 
satellite systems (1086-1996) 


Cable 

Voles paths 


Satellite 
vole* paths 


Trans-AttanUe (North America to Europe) 


FASTEST GROWING INTERNATIONAL CARRIERS 

Carrier 

1890 

outgoing 

MITT* 

1986 

outgoing 

MITT 

Cumulative 
growth 
1988-90 {%) 

US Sprint 

338 

43 

686 

MCI 

772 

103 

649 

Comm Audi Thailand 

134 

20 

570 

Cable & Wireless 

1.064 

160 

565 

Em brat el (Brazil) 

157 

53 

196 

Bezeq (Israel) 

116 

41 

167 

OTC 

620 

239 

159 

Tele globe Canada 

565 

223 

153 

China PTT 

460 

ISO 

142 

KDD 

764 

319 

139 

United Arab Emirates 

248 

120 

107 

Singapore Telecoms 

188 

99 

88 

Telefonica 

611 

330 

85 

France Telecom 

1.921 

1.095 

75 

AT&T 

4,300 

2,492 

75 

Austrian PTT 

556 

321 

74 

DBP Telekom 

3,146 

1,977 

59 

Korea Telecom 

188 

131 

44 


1966 

22.000 

78,000 

1887 

22,000 

78.000 

1988 

60.000 

78,000 

1989 

145,000 

93,000 

1990 

145,000 

283,000 

1091 

221,000 

283,000 

1992 

346,000 

496,000 

1993 

471.000 

496.000 

1994 

471,000 

540,000 

1995 

640,000 

720,000 

1996 

809,000 

720.000 

Trans-Pactflc (North America to Japan via Hawaii or Guam) 

1986 

2,000 

99,000 

1987 

21,000 

39,000 

1968 

21,000 

39,000 

1969 

21O00 

39,000 

1990 

21,000 

39,000 

1991 

106,000 

27,000 

1992 

183,000 

27,000 

1993 

183,000 

117,000 

1994 

183,000 

207,000 

1995 

183,000 

207,000 

1996 

783,000 

207,000 


■ MOT la Minutes el Tateoommunteafien Traffic. Date are tor putiHc telephone circuits only. 
C&W data are tor Hong Kong and Merc u ry ConoitadoaHana axetadtag UK-lreiand route. AT&T. 
MO and US Sprint are tor traffic from toe continents! US astfu ffi ng traffic to Meelco and 
Canada. The MMa aactodas the new Japanoea carriers ioc and ITJ. «Mdi ady began service 
In 1989. Singapore date ara tor 1900.1909. Korea Telecom. Telefonica and China PTT date are 
tor 1900-1980 

Source.' temtonl Inaffiuto of ConmuoteaHbm 


Estimates baaed on year cabtetattHHa toeffittoa begin s ervic e . Estimate of cable votes pedis 
assume tint Ova virtual voice pallia can be derived from one 64bpa digital draft cable 
estimates Inducts circuits held to rename far cebtofeaMUta raatornUon services. Estimate of 
satellite votes paths based on InMeat aatallus only and tatotaaTs July 1901 deployment and 
launch schedule: aateffite es timate s exclude one satellite In aaoh region held to raasn*. 
SatalUte aatenatea teao assume ana wtaa p«h par ohaimal until 1M daptoyimm ol Mffiaat Vt 
series with 24JXX) ehannala or 120000 voice paths rejng (Mattel Gods Mi*1 plication Equipment 
(DCME). The huetaal VII aarias. to be deployed In 1092. uiW have a nominal capacity of iBjOOO 
channels or 90JQ0Q volca pa8a using DCME- A retail manbar of additional aatelte votes paths 
to tin Atlantic red PacteO Italy wW be available to 1990 tram PanAmSal (PAS-1; OHBX-2J: 
OotamUa Communications (retag NASA's TORSS system): red tatocSpotriRc Regional capacity 
e stimate s do not nec essar ily Imply that toll capacity Is available to satisfy demand on any 
given Ditetorai route. 

Source- International institute of Communteationa 1991 
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CANADA 


Difficult to hold the 


line on barriers 


HAVING endured two months 
of public hearings, dozens of 
written submissions and a 
ding-dong public relations bat¬ 
tle, Canada's telephone regula¬ 
tor must now take the 
far-reaching decision whether 
to throw the long-distance mar¬ 
ket open to competition. 

The Canadian Radio-televi¬ 
sion and Telecommunications 
Commission CCRTC) is expec¬ 
ted to deliver its verdict next 
spring. 

But even as the CKTC con¬ 
siders the persuasive argu¬ 
ments pat forward by each 
side, market forces are forcing 
fundamental changes in Cana¬ 
da's phone market 

Holding the line on regula¬ 
tory barriers is becoming diffi¬ 
cult The powerful US compa¬ 
nies are stretching their 
tentacles into Canada. Big 
business users as well as doz¬ 
ens of resellers, who lease pri¬ 
vate lines from the phone com¬ 
panies, are probing for weak 
spots in the regulatory wall. 

The mere threat of competi¬ 
tion has led Telecom Canada, 
which bolds the monopoly on 
long-distance calls, to make 
deep cats in its rates. The nine 
phone companies which own 
the bulk of Telecom Canada’s 
shares are also making an 
unprecedented effort to shake 
off their legendary lethargy. 

“We still get complaints 
about the arrogance of local 
companies,” says Ms Mairl 
MacDonald, director of regula¬ 
tory affairs for the Canadian 
Business Telecommunications 
Alliance. Bat, she acknowl¬ 
edges, “customers are getting 
more contact There has defi¬ 
nitely been a speeding up in 
the introduction of new ser¬ 
vices. and a reduction in prices 
for existing ones”. 

Domestic long-distance rates 
are now on average 50 per cent 
lower than they were in 1987. 
In a move clearly aimed at the 
increasingly aggressive resell¬ 
ers, Befi Canada, by far the hu¬ 
gest local phone company, 
plans to extend its discount 
WATS service for bulk users to 
US calls later this year. 

The seminal case now before 
the CRTC stems from an appli¬ 
cation from Unite! Communi¬ 


cations of Toronto to compete 
in the long-distance market 
Formerly known as CNCP 
Telecommunications, Unitel is 
a joint venture between Cana¬ 
dian Pacific, the diversified 
railway company, and Rogers 
Communications, the country’s 
biggest cahle-TV operator. 

Unitel’s long-distance system 
would hook up to the tele¬ 
phone companies’ local net¬ 
works. The Unitel bid is aimed 
specifically at Bell, which is 
Telecom Canada's most power¬ 
ful shareholder with a near- 
monopoly on local service in 
tiie key provinces of Ontario 
and Quebec. Bell also owns a 
slice of four utilities in other 
parts of the country. 

The CRTC's thinking can at 
this stage only be guessed at 


US companies are 
stretching their 
tentacles into Canada 


Mr Wayne Chen of Transition 
Group, a Toronto telecommuni¬ 
cations consultancy, says his 
impression is that “the momen¬ 
tum in the he girming seemed 
to be with Unitel. But there's 
been a shift in Bell’s favour”. 

The commission would find 
it much easier to throw open 
the doors to competition if 
long-distance calls did not 
heavily subsidise local service. 
Local calls are free in Canada, 
and Bell estimates the cross- 
subsidy at C$2bn (US$L7bn) a 
year, equal to C$20 per local 
line each month. 

The impact on local service 
has been a cornerstone of oppo¬ 
sition to the Unitel bid. Bell, 
supported by the governments 
of Ontario and Quebec, pre¬ 
dicts that competition in the 
long-distance market win mean 
higher local-service charges for 
90 per cent of its customers. 

Unite! has agreed to make a 
contribution to local service 
from its long-distance reve¬ 
nues, but wants a discount on 
its local-rate subsidy for the 
first five years. Furthermore, it 
refuses to pay modification 
costs for connecting its fecili- 
tles to the existing 
long-distance network. 


Mr Raymond Cyr, chairman 
of Bell’s parent company, BCE 
Inc, scoffed earlier this year 
“What is proposed here is not 
competition, it is a regulated 
duopoly with preferential treat¬ 
ment for (Unitel).” 

The cross-subsidy between 
long-distance and local service 
is already undermining regula¬ 
tory barriers and stoking the 
forces of competition. 

In particular, it has encour¬ 
aged large users to sign up 
with resellers, who can route 
long-distance calls through 
their teased networks at much 
lower rates than those offered 
by Telecom Canada (which 
operates only domestic and 
continental long-distance ser¬ 
vice) or Teleglobe Canada, 
which has the monopoly on 
inter-continental calls. 

Britain's Cable & Wireless, 
for instance, has installed 
three switches in Toronto, 
Montreal and Vancouver. It 
rents local loop lines from the 
phone companies, and offers 
discounts of 20 per cent or 
more on their rates. C&W has 
signed op 2,000 long-distance 
customers since August 1990. 

Mr Bob Watson, president of 
C&W's Canadian subsidiary, 
says that prospects for more 
international business are 
“very good”, and for north- 
south traffic “enormous”. 

US utilities have also become 
active resellers in Canada. The 
Montana Power Corporation is 
a financial backer of VisionTel 
Communications of Toronto. 
Lightel, another Toronto-based 
reseller, is partly owned by 
Rochester Telephone of New 
York. It has also joined two 
other companies in submitting 
an application to the CRTC for 
a long-distance licence similar 
to the Unitel bid. 

Pressure on some of the hal¬ 
lowed traditions of Canada's : 
telephone system is growing. 
The CRTC began hearings in I 
August to consider proposals i 
for more flexible pricing rules 
to enable Teleglobe to offer 
cheaper overseas rates. One 
suggestion is that Teleglobe be 
allowed to rat its contribution 
towards local-rate subsidies. 


THE MOST crucial issue facing 
the US telecommunications 
Industry in the 1990s is almost 
I certainly the future of the 
monopolistic local telephone 
| network dominated by the 
seven “Baby Bell” companies. 

Competition swept through 
the US long-distance market in 
the 1960s, with a big increase 
in consumer choice and an 
equally impressive reduction 
in calling rates. Now similar 
forces are nibbling away at the 
local market, which is more 
than twice as big as the long 
distance one, with revenues 
approaching $100bn a year. 

The "Baby Bells” - or 
Regional Bell Opmating Com¬ 
panies (RBOCs) as they are for¬ 
mally known - were created 
through the court-ordered 
break-up in 1984 of American 
Telephone & Telegraph. 

Underlying the break-up was 
the belief that while competi¬ 
tion could thrive in the 
long-distance market, where 
AT&T now competes with 
numerous rivals, the local tele¬ 
phone market had the charac¬ 
teristics of a natural monopoly. 

The local market therefore 
needed to be insulated so the 
monopolists could not unfairly 
subsidise other activities 
through local profits, and it 
had to remain heavily regu¬ 
lated. 

The break-op carved seven 
regional Bell companies out of 
AT&T. They dominate the 
provision of local services, 
although in many parts of the 
country these are provided by 
independent companies, most 
notably GTE. 

The break-up also prevented 
the Baby Bells from entering 
three related Industries - the 
long-distance market, informa- 


Competition swept 
through the US 
long-distance market 
in the 1980s, with a 
big increase in 
consumer choice 


Bernard Simon 


tion services and equipment 
manufacturing. 

Now, however, the break-np 
provisions, and the assump¬ 
tions behind them, are begin¬ 
ning to break down. On the 
one hand, the Bells are chal¬ 
lenging - and seem likely to 
be at least partially successful 
- the bans on them operating 
in the equipment and informa¬ 
tion fields. 

On the other hand, their 
local monopolies are also 
beginning to fray at the edges, 
albeit slowly for they still 
account for about 99 per cent 
of local traffic. 
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New York ringside: the US local market Is more than twice as Mg as the long-distance one 


Martin Dickson on the competition to provide US local services 


Baby Bells ring the changes 


In short, the future of the 
local companies, and the 
systems they operate, is in flux 
as never before, and this could 
produce both big winners and 
big losers, depending on the 
relative strength and vision of 
corporate managements in 
grasping new opportunities. 

Until recently the regional 
telephone utilities had a rela¬ 
tively easy life collecting 
monthly fees for local tele¬ 
phone services and big com¬ 
missions for linking up n ails 
via long-distance carriers to 
local end-users. But now that 
is under challeng e from: 

■ So-called “by-pass” opera¬ 
tors, such as New York’s Tele¬ 
port Communications and Chi¬ 
cago’s Metropolitan Fiber 
Systems, which link business 
users with long distance carri¬ 
ers via fibre optic cables, by¬ 
passing the local telecommuni¬ 
cations companies. In an 
important case last year, Tele¬ 
port won the right to link its 
fibre optic lines into New York 
Telephone's central switching 
office. 

■ New wireless technologies, 
such as cellular telephone and 
Personal Communications Net 
works (PCNs), which promise 
to take much business away 
from the traditional wireline 
operators. That said, the local 
wireline companies also have 
substantial cellular interests, 
having been automatically 
given one of the two cellular 


WHEN the Avon Lady goes 
knocking on the front doors of 
suburban US homes this 
autumn, she will be selling 
more than cosmetics. She will 
also be trying to persuade cus¬ 
tomers to sign up for the 
long-distance telephone ser¬ 
vices of MCL the second-largest 
US long-distance carrier. 

MCI believes a recent deal 
with Avon could prove an 
effective means of getting its 
message across to the domestic 
consumer. “They (Avon) are a 
very family-oriented, relation¬ 
ship sell”, says Mr Daniel 
Akerson, MCI's executive 
vice-president, who adds that a 
similar deal with Am way, the 
door-to-door cleaning products 
business, now brings in J 200 m 
of business a year. “To be a 
competitor in this business,” 
he says, “you've got to try 
crazy ideas.” 

This is just one example of 
the fierce competition which 
has characterised the US 
long-distance market since the 
break-up of the Bell system in 
1984, when AT&T’s local tele¬ 
phone operations were sepa¬ 
rated from the long-distance 
business and additional compe¬ 
tition was infected into the lat¬ 
ter market. 

Over the past year, competi¬ 
tion has also manifested itself 
in an advertising war between 
AT&T and its rivals to woo 
domestic consumers, as well as 
in complaints by AT&T that 
some opponents have 
“slammed” consumers - In 
other words, enrolled them as 
subscribers to their services 
without first gaining the cus¬ 
tomer's explicit agreement 

The door was opened to com¬ 
petition in the late 1960s when 
the Federal Communications 
Commission (FCC) authorised 
MCI, then a tiny company, to 
build a microwave radio circuit 
from St Louis to Chicago and 
challenge AT&T for business 
between the two cities. Inde¬ 
pendents made gradual inroads 
Into AT&T's business over the 
subsequent decade and a half 
- helped particularly by MCTs 
victory in a landmark 1978 
court case. But by the time of 
the break-up in 1964. AT&T 
remained the dominant carrier, 
with some 90 per cent of the 
long distance market 

However, intensified compe¬ 
tition has sharply eroded 
AT&T's position. In 1990. it 
held 65 per cent of the market, 
according to FCC statistics, 
while MCTs share has grown 
from L5 per cent in 1984 to 1 <L 2 
per cent In 1990. US Sprint, the 
third-largest long-distance car¬ 
rier, has risen from 2,7 per cent 
to 9.7 per cent 

Mr Robert Allen, AT&T’s 
chairman, says one of the com¬ 
pany’s key goals is to stop this 
market share erosion, and 
claims that in recent months 
this has been virtually 
achieved in every part of the 
domestic market 

This competitive environ- 
meat, coupled with technology 


licences handed out in their 
home territories. Some have 
also expanded aggressively 
into other parts of the US. 

■ Cable television operators, 
worried about the possible 
incursion of the telephone 
companies into their area with 
the increased use of fibre 
optics, are installing their own 
fibre lines and expe r i menting 
with telephone traffic. 

■ The local telephone opera¬ 
tors themselves have been 
engaging in turf wars at the 
margins of their territory. In 
one Important case, the Fed¬ 
eral Communications Commis¬ 
sion gave Southwestern Bell 
the right to link up a business 
customer in an area served by 
a GTE subsidiary. 

Many of these challenges 
stem essentially from techno¬ 
logical change, but critics 
claim the local monopolists 
have generally been slow to 
adapt to market changes. The 
Bell companies, in particular, 
are accused of using their tele¬ 
phone operations as a cash cow 
to fund expensive and far from 
lucrative forays into other 
businesses, and acting as slow- 
moving public utilities rather 
than displaying entrepreneur¬ 
ial dynamism. 

The Bell companies reply 
that they are seriously ham¬ 
pered by regulators who, in 
their drive to ensure a univer¬ 
sal telephone service at an 
affordable cost, have forced 


them to subsidise rural and 
residential customers at the 
expense of urban and business 
ones. The “by-passers', they 
argue, are simply “ top skim¬ 
ming” their most lucrative 
business. 

These complaints have some 
merit, although regulators 
have been moving aggressively 
over the past few years to 
improve the system governing 
local rates. Traditionally, this 
was fixed on a rate of return 


As the local 
companies find their 
monopolies under 
threat, so they are 
seeking to expand Into 
other areas 


basis, which gave the utilities 
little incentive to improve their 
performance. 

Now, many states have 
moved to an “incentive” based 
regulation which allows com¬ 
panies to retain part of the 
profit they make from any cost 
saving. At the national level, 
the Federal Communications 
Commission, which sets the 
inter-state element of local 
company rates, has also imple¬ 
mented an incentive-based pro¬ 
gramme. 

The move is likely to encour¬ 
age considerable rationalisa¬ 
tion and mergers as companies 





AT&T headquarters, rtow York: only a matter of time before restrictions are lifted 
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Avon Lady calling 

long-distance 


cal change, has greatly bene¬ 
fited the customer, with 
increased choice, greater inno¬ 
vation and much cheaper 
prices. In 1983 the average 
price per minute of a call 
between New York and Los 
Angeles was 40 cents. It 
dropped steadily to around 19 
cents in 1989, where it roughly 
remains now. 

At the same time, the mar¬ 
ket has been enjoying strong 
volume growth, particularly 
among business customers and 
in international calls. Total 
volume is expected to grow 
around 8 per cent this year, 
due to recession, but head back 
up towards 12 per cent or 
higher as the economy revives. 

Mr Victor Pelson, who heads 
communications services at 
AT& T, says high growth areas 
over the next few years will 
include international calls, in¬ 
bound 800 services, work on 
global networks for multina¬ 
tional corporations, and data 
and messaging services. “All 
this represents substantial 
growth opportunities in this 
business”, he adds. 

But even though the US 
long-distance market is the 
most competitive telephone 
business In the world, it is still 
not a level playing field. The 
FCC, which oversees the indus¬ 
try, has to strike a careful bal¬ 
ance between a desire to make 
the market as competitive as 
possible and the need not to let 
AT&T use its immense mar¬ 
ket muscle to drive fledgling 
rivals to the wall 

At the same time, there are 
structural factors which pre¬ 
vent companies like MCI and 
Sprint make as rapid advances 
as they might otherwise do: 
many local phone companies 
are not equipped to allow cus¬ 
tomers to use the same 800 


number when they switch from 
one long distance supplier to 
another. However, last August 
the FCC mandated the local 
companies to introduce 
so-called “800 portability" by 
early 1993. 

AT&T still remains subject 
to FCC regulation in a way its 
rivals are not, although the 
commission did move in 
August to relax some of the 
more important price and tim¬ 
ing constraints on its ability to 
tailor services to business cus¬ 
tomers. Analysts believe it is 
only a matter of time before 
virtually all restrictions on 
AT&T are relaxed. “1 think 
we’re moving down that path,” 
says AT&T's Mr Pelson. “1 
think that the consumer, resi¬ 
dential part will be the last to 
go, because the commission is 
very sensitive to that " 

Moves in this direction could 
make life harder for some of 
the sector’s smaller competi¬ 
tors, as could the possible 
phasing out of “equal access 
charges”. An important ele¬ 
ment of the 1984 break-up was 
a provision that until Septem- 
her 1991 local telephone compa¬ 
nies charge all long-distance 
carriers the same amount to 
connect to the local network. 

Access charges represent 
“ me *9 50 per cent of the 
price of a long-distance w»i\ 
and getting rid of them would 
a big help to AT&T, and 
ultimately the consumer, for 
the giant could use Its muscle 
to nptiate big discounts with 
JS 381 “jHpaofcs, saving it 
an estimated S400m to 1500 m a 
year- The FCC has tSdthe 
™“‘Paniea to continue 
Jbspreamt system while it 
studies the matter. 

In a market which has high 
entry barriers, because of the ' 
cost of setting up a network. 


but relatively low variable 
costs, a crucial ingredient cfv 
fi nanc i al success is maintain ¬ 
ing high traffic volume, to 
attract that traffic companies .. 
need, in what is essentially a ' 
commodity business, to differ- 
entlate their products, from . 
those of their competitors. How • 
do they do it? 

Perhaps the most important 
ingredient is technological ' 
innovation. AT&T for exam- - 
pie, has spent huge sums to 
put an essentially all digital -' 
network into place,, which ■ 
Improves line quality, cuts 
maintenance costs and .allots' 
it to respond more rapidly to- . 
customers' needs. MCI says the 
configuration of its network, 
with intelligence sited is ^ 
peripheral computers rather" 
than in its switching system, 
gives it greater flexibility in 
producing tailor-made solu¬ 
tions to customers’ problems- 

Customers are increasingly 
demanding special features, , 
together with a Ugb quality of. f 
service back-up and bills which 
are either specially tailored to , 
thrir needs, or at least easily. V 
understood. . . ... 

Price is also an important- 
factor, with companies like.: 
MCI generally undercutting L 
AT&T by a significant map- . 
gin, normally 5 per cent to 10 * 
per cent. However, AT&T’s" 
Mr Pelson says that “over' the 
post couple of years our busfr. 
ness customers have begun to ■- 
Place more and more emphasis * 
op things Eke relU&fflty,;*3> 
vice, and new functions as well. '• 
as price. They’ve begun tp- 
eppredate more am) manukas - 
this industry becomes ■more 
nod menu complex, that, pried r 
is only one element .bt-ths 

equation." 
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see the benefits of cost-cutting. 

A prune example of this was 
the merger, earlier this year, of J 
GTE and ConteL This was the 
largest merger yet In the US 
industry, made GTE the larg; 
est local telecoms company fit 
the country and underlined its ' 
position as the only local com-', 
pany with a spread of I nte rests 
across the nation. - 

As the local companies find 
their monopolies under threat, 
so they are seeking to expand 
Into other areas, and one of the 
most crucial battles they are 
likely to face over the next few 
years is for the right to enter 
the cable television field, from , 
which they are currently 
barred. 

A court ruling in July te; 
likely to allow the Baby Bells ' 
into information service fields • 
such as home h anking . - • 

Some analysts believe they •; 
and independents like GTE ’ 
will eventually be allowed to ■. 
offer television programming * 
via fibre optic cables which are ' 
expected to compete increas¬ 
ingly with traditional copper 
wire technology for Uniting up “ 
residential phones. 

Indeed, Pacific Befl, a West } 
coast company, this summer 
became the first US phone ; 
business to take a bet on fibre-; 
optics for residential phone 
services by replacing the old 
technology with the new in ; 
experiments in two communi¬ 
ties. - 
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Mobile phones in the US 

A threat of 



THE cellular car telephone was 
invented in the US and the 
■-hand portable phone first 
became popular there. Not sur¬ 
prisingly, the US is still the 
world's largest single-market 
for mobile phones. 

By June this year there were 
6dm cellular radio subscribers 
in the US, according to the Cel¬ 
lular Telecommunications 
Industry Association fCTIA) in 
"Washington - an increase of 
Llm over the figure for the 
previous December. And the 
market For phones is continu¬ 
ing to grow, at the rate of some 
30 per cent a year. 

But while Europe is trying to 
emulate the US market by 
creating a single standard for 
equipment for sale across the 
continent, so creating huge 
demand and pushing down 
consumer prices, the US looks 
set to fragment its previously 
uniform market Under threat 
is an industry worth S2L9bn by 
1995 for phones alone . 

The problem is the next gen¬ 
eration of cellular radio ser¬ 
vices which will use digital 
transmission signals and 
which should be in operation 
by 1992. 

The seeds of the dispute 
were sown in January 1989 
when the CTIA had to choose a 

There are 6.4m 
cellular radio 
subscribers in the US 

digital standard to replace the 
analogue Amps system used 
throughout the US. The US cel¬ 
lular phone companies were 
rapidly running out of capacity 
on their Amps networks and, 
by replacing analogue equip¬ 
ment with digital, they would 
be able to double their sub¬ 
scriber numbers. 

The choice was between a 
system called TDMA (time 
division multiple access) and 
FDMA (frequency division 
multiple access). It was agreed 
that TDMA, a digital standard 
which is technically similar to 
the one adopted in Europe, was 
the better option. 

A month later Qualcomm, a 
small Californian company 
which specialised in satellite 
and military terfinolryiws pro¬ 
posed a thud option, CDMA 
(code division multiple access). 
According:, to Qualcomm . 
CDMA would enable the lim¬ 
ited radio capacity to be used 
more economically than the 
other options - squeezing up 
to 20 times as many calls into a 
given chunk of radio spectrum 
as could be achieved using 
Amps. 

The difference between the 
various technologies lies in the 
way the radio channels are 
allocated. The US version of 
TDMA, like Amps, divides the 
available spectrum into chan¬ 
nels. CDMA, on the other 
hand, makes no attempt to 
give users their own channel 
but codes the bits from each 
call and slots them into spaces 
in the available spectrum. 
Each call is given a code to 
enable the receiving equipment 
to distinguish one call from 
another. 

The dilemma now for the 
phone companies is whether to 
play safe with TDMA, which is 
a well-proven technology, or 
back the riskier CDMA. The 
nine players which hold most 
of the cards in the debate are 
GTE Mobile Communications, 
McCaw Cellular and seven of 
the regional Bell operating 
companies, which between 
them provide services to 80 per 
cent of US cellular subscribers. 

If several of them opt for 
CDMA - which looks increas¬ 
ingly likely - it will cause a 
deep rift in the market. 

Qualcomm can already claim 
the support of three of the 
most significant “Baby Bells”- 
PacTel Cellular, a division of 
the Californian phone com¬ 
pany and one of the largest cel¬ 
lular operators, was the first to 
work on CDMA with Qual¬ 
comm. Nynex Mobile, from 
New York, and Ameritech 
Mobile, from Chicago, are also 


taking part in trials. Bell 
Atlantic Mobile Systems, GTE 
and Bell Cellular of Canada are 
also taking a close look at the 
technology . 

However, manufacturers and 
phone companies appear to be 
tacking both horses and con¬ 
tinuing the expensive task of 
working on both standards, 
says John Wickens. senior 
vice-president in the informa¬ 
tion industry group of PA Con¬ 
sulting, in Princeton, New Jer¬ 
sey. “Everybody's keeping 
their fingers in every pie 
- that's the name of the game 
over here," he says. 

Even the CTIA, which still 
strongly supports its original 
decision to back TDMA, has a 
working group studying CDMA 
and what it can offer. 

hi part to nlaims 

of its opponents that CDMA is 
unproven, Qualcomm has 
started the second part of its 
systems validation tests, using 
five “cells” and 70 mobile 
phones in San Diego, says 
Irwin Jacobs, president and 
chief executive officer of Qual¬ 
comm. The tests were due to 
be completed last month, by 
which date tty cellular phone 
companies were due to decide 
which technology to choose. 

Even if phone companies 
play safe now, and stick to the 
tried and tested TDMA system, 
CDMA could well be adopted in 
the future. Bob Ratcliffe of 
McCaw Cellular, the first com¬ 
pany to deploy TDMA technol¬ 
ogy, points out that although 
his company is firmly commit¬ 
ted to TDMA now, it is still 
“parallel tracking” CDMA The 
switching systems need by 
McCaw could be adapted for a 
CDMA system in future, he 
says. 

If some cellular operators opt 
tor CDMA while others stick to 
TDMA the eventual loser will 
be the consumer, who will 
have to pay higher prices and 
could be prevented from 
switching from one local ser¬ 
vice to another. (Each district 
has two competing cellular ser¬ 
vices. one run by the local 
“Baby Bell” phone company 
and the other by a competitor.) 

If one of the two operators 
opts for CDMA while the other 
sticks to TDMA, the subscriber 
would need a special phone, 
which worked to both stan¬ 
dards, to be able to switch 
from one service to the other. 
This could eventually result in 


Under threat is an 
industry worth $2.9bn 
by 1995 for phones 


a triple standard phone as 
equipment makers are already 
planning to make a dual stan¬ 
dard phone to handle ralte on 
Amps and ones on the the new 
digital standard - be it TDMA 
or CDMA. This is because US 
phone companies have to offer 
digital services on the same 
chunk of radio spectrum that 
they are already using for anal¬ 
ogue service. 

Not only will the need for a 
dual-standard phone push up 
prices - they will cost 25 to 30 
per cent more than units oper¬ 
ating to a single stan¬ 
dard - but it wifi, pose another 
problem for the phone compa¬ 
nies offering cellular services. 

To convert the analogue 
channels to digital ones the 
operators will have to persuade 
a proportion of their customers 
to move over from analogue to 
digital from the beginning of 
the new service, re-equipping 
themselves with the new 
phone. The most likely answer 
is that they will introduce spe¬ 
cial tariff packages for their 
largest corporate customers to 
persuade them to transfer to 
the newer services. 

But, argues Jacobs, if the cel¬ 
lular companies can free 10 per 
cent of the spectrum in this 
way, and they adopt CDMA, 
they will have a digital service 
which can handle as many sub¬ 
scribers as the whole of their 
existing analogue services. 

Della Bradshaw 
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UNTIL the early 1980s, the 
supply of telecommunication 
terminals and services in 
Europe was largely confined to 
state -owned monopolies, or 
PITs. 

The exceptions were France, 
where lack of working capital 
militated against the PTT hold¬ 
ing an extensive inventory of 
customer premise equipment, 
and Finland where, for historic 
reasons, municipal telephone 
companies famished local ser¬ 
vices and the PTT concen¬ 
trated on long distance and 
rural connections. 

Subsequently, European PTT 
monopolies have been cur¬ 
tailed and. In some cases, sub¬ 
stantially weakened. 

The agents of change were a 
general political shift in the 
direction of market economics, 
advances in technology, and 
the reforming actions of the 
European Community. 

Deregulation of government 
monopolies was prompted in 
many countries by the percep¬ 
tion that customers deserved a 
better deal than they were 
obtaining through the exclu¬ 
sive administrations of the 
PTTs. It gathered momentum 
with the recognition that 
access to modern telecommuni¬ 
cations was critical to corpo¬ 
rate competitiveness, and that 
companies could, and would, 
relocate their offices and ‘pro¬ 
duction centres to countries 
offering maximum choice. 

Both considerations have 
strengthened the hands of 
organised user groups. Once 
largely unrepresented in the 
region's telecommunications 
forums, users now increasingly 


While deregulation gathers pace, former monopolies are ready to attack 


Reality of free-for-ali a long way off 


attract star billing. 

On the technology front, 
advances in digital techniques 
and software opened up oppor¬ 
tunities for non-PTT suppliers 
and facilitated the construction 
of private voice and data net¬ 
works. 

Meanwhile, often against the 
preferences of the PTTs and 
their sponsoring governments, 
the EC embarked on a legisla¬ 
tive programme which not 
only equalised user options 
and operator obligations, but 
also progressively imposed 
market liberalisation. 

As yet. though, the achieve¬ 
ment or open markets is 
unev en across Europe and 
PTTs still dominate the scene. 

The UK has travelled fur¬ 
thest along the liberalisation 
road. The supply of customer 
premise equipment is com¬ 
pletely competitive. As well as 
a second nationwide wireline 
carrier, two cellular network 
companies and three embry¬ 
onic PCN services, multiple 
operating licences have been 
awarded in the telepoint, pag¬ 
ing, private mobile radio, cable 
and specialised satellite service 
sectors. 

In March, a government 
White Paper ostensibly threw 
the market wide open for the 
rest of the 1990s. Trade and 
industry secretary Mr Peter 


Lffiey indicated that, addi¬ 
tional public and private oper¬ 
ating licences would be 
granted unless there were spe¬ 
cific reasons to the contrary. 

However, experts caution 
that the reality may not quite 
amount to a telecommunica¬ 
tions fxee-for-alL “On the sur¬ 
face it is open season, but 
there are going to be certain 
qualifications imposed on 
those who are permitted to run 
new services," says Mr Rodney 


video services to corporate cus¬ 
tomers. Competitive residential 
telephone services will follow. 

Elsewhere, while the supply 
of telecommunications termi¬ 
nal equipment has been sub¬ 
stantially liberalised, service 
competition generally is lim¬ 
ited to the mobile, data, and 
value added areas. 

At the same time, the argu¬ 
ment that “big is better when 
competing in international 
markets has led some govem- 


‘On the surface ft Is open season, but there 
are going to be certain qualifications imposed 
on those permitted to run new services’ 


Stewart, director of the UK's 
Quotient Communications con¬ 
sultancy. “Clearly there are 
going to be finan cial consider¬ 
ations because the government 
will want to ensure that the 
quality of service is main¬ 
tained and that the customers' 
interests are protected." 

Sweden has also bitten the 
libe ralisa tion bullet. Alongside 
the PTT, two private compa¬ 
nies have been chosen to offer 
digital cellular services. Next 
year, the PTT's wireline 
monopoly will be broken when 
Tele2, a new telephone com¬ 
pany, offers national and inter¬ 
national voice, data, fey and 


meats to strengthen the posi¬ 
tion of the national operator. 
In Denmark, this has produced 
a plan to bring five operating 
companies under a single con¬ 
cessionary umbrella. 

Germany is an exception to 
the European rule. Having 
inherited a delapidated infra- 
struc ture in the east, the Ger¬ 
man PTT has seen fit to relax 
restrictions on internal voice 
and data satellite transmission 
in an effort to speed up mod¬ 
ernisation. 

While deregulation gathers 
momentum in Europe, a num¬ 
ber of the former monopolies 
are going over to the attack. 


Their targets are both private 
networks and competitive ser¬ 
vice operators. 

If new technology lubricated 
the machinery of private net¬ 
working, it has also provided 
the established operators with 
some ammunition against this 
form of competition. 

The integrated services digi¬ 
tal network (ISDN), offering 
high quality voice, two-second 
facsimile, very fast data and 
video communication over 
public lines, is seen as a means 
of staunching the outflow of 
business to leased private 
lines. 

Similarly, intelligent net¬ 
works, in which software is 
used to share public circuits 
among many users giving each 
the facilities associated with 
exclusiveness, are designed to 
offer the benefits of private 
networking without the 
expense. 

Action against new service 
operators takes several forms. 
BT recently unveiled a major 
price reduction package to woo 
corporate customers away 
from competitor Mercury. 

Televerket, the Swedish 
PTT, is plans to introduce high 
capacity metropolitan services 
to steal the initiative from 
Tele2. In Germany, the private 
Mannesmann Mobilfunk GSM 
cellular consortium was forced 


to complain about the level of 
interconnect rates proposed by 
Deutsche Bundespost Telekom, 
the wireline monopoly and 
rival GSM operator. 

Operator alliances to provide 
"one-stop' international man¬ 
aged network services will also 
inhibit the growth of private 
telecommunication systems 
and, in as much as they extend 
an established operator's 
access to resources, complicate 
the task of service companies 
entering the market 

Interestingly, the EC has 
now drawn up guidelines to 
regulate co-operation between 
public telecommunications 
operators and guard against 
anti-competitive behaviour. 

This, and other EC and 
national initiatives, indicate 
that the European telecommu¬ 
nications tide is running in 
favour of deregulation. But 
there is still a long way to go 
before the open market 
becomes a reality. After seven 
years of liberalisation in the 
UK. Europe's most ambitious 
de-regulatory experiment, the 
former monopoly retains more 
than 90% of the crucial wire¬ 
line b usiness 

John Williamson 

International Editor, Tele¬ 
phony Magazine 
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BROAD-WAY ISDN 



TELECOM ’91 — Hitachi’s 
exhibit theme is "BROAD-WAY 
ISDN ” This means the WAY to¬ 
wards the future which Hitachi is 
pioneering in order to bring about 
the Broadband ISDN. 

Seize this opportunity... cry to 
experience in advance the world of 
Broadband ISDN, which creates a 
new, visual-communications cul¬ 
ture. In this new culture,.face-to- 
face communication is possible 


through high-resolution motion 
pictures, for example 

Highlighted at the exhibit for 
the “next-generation communica¬ 
tions network” will be the Group 
Tele- Working System and the 
LAN Interconnection through 
Broadband ISDN. For “ISDN ad¬ 
vanced applications" centering on 
visuals, the IVD LAN System and 
the most compact lSDN-Video- 
phone will be in the spotlight 


Hitachi will also exhibit the Visual 
Programming Language and the 
BiCMOS Processor as examples of 
its “most advanced technologies." 

So don't miss this opportunity 
to visit Hitachi’s stands at 
TELECOM’91. 

Hiiarhi Stands: Stand No. 5.120 ijafw ftmtai) and 
Stand No 5.412 

0 HITACHI 









UNITED KINGDOM 


Pandora’s box of alternatives 


A UNIQUE experiment in 
telecommunications liberalisa¬ 
tion is under way in the UK. 
Mr Peter Lilley, secretary of 
state for trade and industry, 
decided this year to open the 
UK telecommunications mar¬ 
ket to further competition. His 
white paper, presented to par¬ 
liament in March, set the 
agenda for the creation one of 
the most dynamic and open 
' telecommunications markets 
in the world. 

Mr Lilley’s grand design 
marked a watershed in the his¬ 
tory of British telecommunica¬ 
tions by ending the existing 
duopoly between BT and Mer¬ 
cury Communications. It repre¬ 
sented the end of a decade of 
transition Cram the UK having 
its telecommunications ser¬ 
vices provided by a state 
monopoly to a position where 
it will match the US as one of 
the most liberalised markets in 
the world, populated by com¬ 
peting private sector telecom¬ 
munications groups. 

One of the aims of the gov¬ 
ernment-inspired revolution 
will be to undermine the domi¬ 
nance of BT, which controls 95 
per cent of the market The 
limited competition of the 
duopoly, introduced eight 
years ago when Mercury Com¬ 
munications was allowed to 
start operations, has had only 
some success. Although Mer¬ 
cury. owned by Cable and 
Wireless, has captured a signif¬ 


icant part of the UK business 
market its penetration of the 
domestic sector has been mini¬ 
mal. 

A Pandora's box of alterna¬ 
tives should now be available 
to businesses and consumers. 
If Mr Lilley’s objectives are ful¬ 
filled. A host of companies - 
domestic and international - 
are expected to compete for a 
slice of the £13bn British tele¬ 
communications market 

Most of the early competi¬ 
tion la likely to appear In the 
market for trunk services. Brit¬ 
ish Rail Telecom already has a 
network in place along its 
tracks. It also wants to supply 
international services. 

Meanwhile, British Water¬ 
ways, the public utility which 


One of the aims of the 
revolution will be to 
undermine the 
dominance of BT 


runs the UK canal system, had 
linked up with US Sprint, the 
third-largest US long-distance 
telecoms carrier, to provide an 
alternative long-distance net¬ 
work in the UK. It hopes to set 
up a network along the bottom 
of its canals. Other potential 
carriers include the recently 
privatised water and electricity 
utility companies. 

Creating competition in the 
local loop may be more diffi¬ 


cult The cable television com¬ 
panies, which are expected to 
create most of the early compe¬ 
tition against BT. may find the 
cost of digging up the streets 
and laying cables prohibitive. 
One estimate puts their poten¬ 
tial investment at £5bn. About 
800,000 homes should have 
cable by 1992, according to Mr 
Jon Davey, director of cable at 
the Independent Television 
Commission. 

Mobile telephony may, in the 
longer term, prove more com¬ 
petition against BT than cable 
in the local arena. Mr Lilley 
hopes the new digital technolo¬ 
gies that should become avail¬ 
able during the 1990s will 
prove a viable alternative to 
BTs local copper-wire net¬ 
work. 

The potential for the digital 
mobile is considerable - but 
so too are the dangers. Stakes 
are high. About £4bn will be 
needed to set up Personal Com¬ 
munications Networks, a mass 
market digital system, and the 
next ge n eration of cellular - 
known as GSM. Cellnet and 
Vodafone, the existing mobile 
operators, and the three PCN 
consortia are hoping to repeat 
the early success of cellular. 

The problem Is that along 
with the sales of the other 
icons of the 1980s - Porsches, 
champagne and the FHofax - 
the mobile telephone, that 
essential Yuppie accoutrement, 
is also in trouble. 


Call volumes have fallen at 
both of the two cellular opera¬ 
tors. And, for the first time, the 
companies have experienced a 
drop in the number of sub¬ 
scribers. Pre-tax profits at Cell- 
net, one of the cellular opera¬ 
tors, fell by 39 per cent for the 
first six months to March 
year. It is not clear whether 
the industry has run out of 
steam or the sector is merely 
suffering from recession. 

The Cassandras looking for 
omens about the potential for 
disaster in mobile telephony 
can point to the telepoint 
fiasco. Telepoint has so far 
been full of sound and fury, 
signifying nothing but finan¬ 
cial loss. Trumpeted as a mass 
market mobile system, likely 
to win 13m users by 2000, tele- 
point had attracted only 10,000 
owners by early October, when 
BT, last of the four original 
licensees, announced it was 
suspending its Phonepoint 
operation. 

Mercury has already pulled 
out of the market, while Byps 
- a joint venture between Bar¬ 
clays, Philips and jjhan — hag 
sold its Rabbit service to 
Hutchison Telecom. Ferranti 
sold its business to venture 
capitalists. Hutchison is pre¬ 
paring tor a relaunch of its sys¬ 
tem and BT may revive the 
service when market condi¬ 
tions are favourable. 

Given the present problems 
in the mobile sector and the 



Pole positions: In Throgmorton Street about 1925... 


scale of Investment required to 
create a credible mobile alter¬ 
native to BTs fixed network, 
question marks remain over 
whether mobile operators can 

rhaMpng p the erisHrig system. 

Meanwhile, overarching the 
whole process of liberalisation 
is the regulator, the Office of 
Telecommunications, better 
known as GfteL A paradox of 
the government's proposals is 
that liberalisation will be 


accompanied by increased reg¬ 
ulation. Professor Sir Bryan 
Cars berg, director-general of 
Oftel. has pointed out that the 
government has promised lib¬ 
eralisation not deregulation. 

The ability of Oftel to deal 
with the wiMWfwuii demands of 
liberalisation are unclear, how¬ 
ever. The danger is that the 
benefits of liberalisati on could 
be jeopardised if Oftel proves 
incapable of doing its job effec- 



_66 years on: one oi BTs women engineers at work 


tlvely. Oftel’s internal pro¬ 
cesses have been accused of 
being opaque. There are also 
questions about whether Oftel 
has the infrastructure neces¬ 
sary to react quickly enough to 
a tost changing environment 
Oftel has promised to take on 
more staff, although it Insists 
its present infrastructure is 
sufficient for the job. 

Whether Mr Tilley's bright 
vision comes to fruition, how¬ 


ever. depends only partly on 
the liberalised environment 4 
guaranteed by Oftel. Its suc¬ 
cess will mostly depend upon 
the commercial courage of the 
new entrants. Should thjat 
courage be lacking, then the 
great British telecoms revolu¬ 
tion COUld prove as insignlfi- 

cant as that in the Soviet 
Union last August 

I 

Paul Abrahams 


UNDER successive Socialist 
administrations, the French 
telecommunications regime 
has acquired some of the char¬ 
acteristics of enlightened pater¬ 
nalism. 

At present,the state-owned 
carrier France Telecom still 
dominates but in the words of 
Mr Marcel Roulet, the chair¬ 
man, its management is “user- 
driven”. He also says a new 
French telecommunications 
law which came into effect this 
year heralds a new era of 
increased responsiveness to 
changing market conditions 
and consumer demand. 

In general , the combination 
of centrally-planned telecom¬ 
munications evolution and sen¬ 
sitivity to customer needs has 
worked welL France's tele¬ 
phone service, once the butt of 
jokes, is now one of the most 
impressive in the world. 

Ln France Telecom's last 


FRANCE 


Characteristics of enlightened paternalism 


financial year the network 
topped the 28m Hne mark and 
the level of exchang e digitalisa¬ 
tion achieved - at more than 
80 per cent - is Maimed to be 
the highest in a leading coun¬ 
try. On average the French 
telephone user is now likely to 
experience a fault only once 
every seven years while a mere 
0.14 per cent of subscribers 
complain about the accuracy of 
their bills. 

Three years after Its launch, 
French business users have 
nationwide access to an inte- 
services digital network 
as Numens. This can 


carry voice, data and video 
traffic with equal facility. 
France Telecom predicts 
around 500,000 Numeris users 
by the middle of the decade. 

In spite of earlier contro¬ 
versy about the policy of pro¬ 
viding free terminals to the 
public, the Minitel videotex 
service is one of the major suc¬ 
cess stories of French telecom¬ 
munications. By mid-1991, 
there were more than 5.7m ter¬ 
minals in use accessing more 
than 15,000 information ser¬ 
vices. Last year total French 
videotex traffic readied 100 m 
consultation hours, the equiva¬ 


lent of 13 bn calls. 

Significant investment in the 
network, however, along with 
the fiscal demands of the cen¬ 
tral government, has exacted a 
heavy price. France Telecom 
has a FFrl26bn ($22bn) debt 
but must live with price caps 
as it tries to reduce it. 
Although the service competi¬ 
tion it fhces is limited to cellu¬ 
lar telephony and value added 
services, the company is not 
totting the grass grow under it 
feet so for as new technology 
or marketing initiatives are 
concerned. 

France Telecom is testing 
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the UK-invented tetopoint cord¬ 
less service in Strasbourg, with 
free terminals for the duration 
of the trial, and is planning to 
order an experimental micro- 
cellular personal communica¬ 
tion network (PCN) later this 
year. 

In the face of competition 
from the independent Sodete 
Franqaise du Radiotelephone 
(SFR) in the cellular sector, 
and with its current analogue 
network approaching capacity 
limits, France Telecom Is also 
attaching great importance to 
the inauguration of its pan-Eu- 
ropean GSM digital cellular 
system. 

The company has scheduled 
the initial opening of its GSM 
network for the end of 1991 and 
the commercial marketing of 
the service for 1992. France 
Telecom has already ordered 
two pilot GSM systems from 
consortia headed by Alcatel 
and Matra. It forecasts that 
GSM will be the main French 
cellular technology after 1994. 

France Telecom's GSM 
approach is designed to allow 
the system to be debugged 
before totting large numbers of 
revenue-earning subscribers 
loose on it Mr Michel Berti- 
netto, managing director of 
France Telecom Mobiles, says: 
1 don't want to announce the 
commercial service before hav¬ 
ing an experimental period to 
check that the quality of ser¬ 


vice is at the level that our 
subscribers are accustomed 
to". 

Apart from its ability to 
solve analogue cellular conges¬ 
tion problems, Mr Bertinetto 
believes that GSM has two 
mam attractions. 

The first is the digital qual¬ 
ity of service. Tt is the quality 
of a compact disc compared to 
the old vinyl disc", he rays. 

The second is international 
mobility. “The capacity of GSM 

France’s telephone 
service, once the butt 
of jokes, is now one 
of the most impressive 

to work all around Europe, and 
especially of course in the 
areas near international bor¬ 
ders, is a real advantage and a 
facility requested by our sub¬ 
scribers", Mr Bertinetto points 
out 

In the wireline network, 
France Telecom is pioneering 
the largescale implementation 
of synchronous optical trans¬ 
mission, and the company has 
recently let contracts to 
Alcatel, SAT, Siemens and 
GPT for this type of hardware 
for use in its tong distance net¬ 
work. 

Synch ronoos transmission 
promises to lower the cost of 
service provision, boost the 


availability and survivability 
of corporate networks, and 
expand dramatically the range 
of options enjoyed by business 
telecommunications users. 

“It's an open door for the 
evolution of the transmission 
network,” argues Mr Xavier 
Mattie, France Telecom's dep¬ 
uty managing director for 
equipment, traffic and plan¬ 
ning. “If you look into synchro¬ 
nous transmission you can find 
answers to most of your prob¬ 
lems," he explains. 

On the marketing front, the 
recent acceptance by France 
Telecom of the principle of 
fhianrfgi liability for the per¬ 
formance of its customers' 
international networks lias 
been welcomed by corporate 
users. 

This move was prompted in 
part by the recognition that its 
hitherto reserved national mar¬ 
ket would be threatened by EC 
proposals for community-wide 
service liberalisation, and by 
the cross-border encroach¬ 
ments of already deregulated 
telecommunications carriers 
such as BT and the US regional 
“Baby Bell" companies. 

Not content with shoring up 
its domestic defences, France 
Telecom is taking the fight 
overseas and into some of its 
international competitors' 
backyards. In the last few 
months, the company has 
taken major shareholdings ln 


telephone companies in Argen¬ 
tina and Mexico, won deals to 
participate in the operation!of 
a paging network ln Czechoslo¬ 
vakia and a cellular telephone 
network in Poland, and begun 
the build up of a nationwide 
data network in tire UK It has 
also been short-listed by the 
Venezuelan government to par¬ 
ticipate in schemes to modern¬ 
ise the national carrier 
CANTV. 

As part of the same strategy 
France Tetecom has continued 
to expand the numbs- of jts 
international ISDN destina¬ 
tions, and lay plans to inter¬ 
connect the Minitel videotex 
system to its counterparts,in 
countries as diverse as Spain 
and Japan. 

France Telecom’s aim is; to 

France Telecom bi 
taking the fight into Bs 
competitors’ back 
yards 

lift revenues derived from 
overseas activities from (U> pex 1 
cent of the present FFrl03bn 
total to 10 per cent by the rad 
of the present decade. Mr Rou¬ 
let says that the financial 
autonomy bestowed on his 
company by the teipcommnni- 
cations regulation of January 
will facilitate this expansion 
and allow France Telecom to 
“compete on equal footing wife 
other major operators around 

the world". 

John Williamson 

bitemational Editor, Telephony 


GERMANY 


Reforms driven by unity 


GERMAN telecommunications 
remain in a fascinating state of 
flux. The task of establishing a 
modern network in eastern 
Germany has progressed fur¬ 
ther than many expected, but 
has not had the revolutionary 
impact on the regulatory 
framework ln west Germany 
for which reformers, most 
notably those at the German 
Monopolies Commission, had 

hoped. 

Indeed, earlier this year, 
when the finance ministry 
ordered state-owned Telekom 
to raise its tariffs (already 
among the highest in Europe) 
to help pay for unity, it seemed 
that even the modest deregula¬ 
tion of 1989, which established 
Telekom as a supposedly inde¬ 
pendent business, was being 
undermined. 

At the same time, conserva¬ 
tives inside the Bundespost 
argued that further liberalisa¬ 
tion which ate into revenues 
would have to stop because of 
Telekom's enormous capital 
requirements in east Germany. 

But the 1989 liberalisation, 
which opened up all non-voice 
services to the private sector, 
has not been reversed; on bal¬ 
ance, unification has speeded 
up the pace of reform. Most 
significantly, the Telekom 
monopoly of all voice services 
has been temporarily 
suspended to allow the private 
sector to offer company-to-com- 
pany satellite links between 
east and west Germany to help 
relieve the communications 
bottle-neck. 

This, however, is less revolu¬ 
tionary than it sounds. Satel¬ 
lite links are very expensive 
and only 15 consortia have so 
far taken advantage of the 
new, temporary, freedom. But 
reformers believe that once 
allowed, it will be impossible 
to reverse. They also welcome 
the attention it has focused on 


Germany’s increasingly unten¬ 
able ban on ail private tele¬ 
phone voice services. 

Within western Germany 
voice traffic is still not even 
allowed on intercompany links 
(closed user groups) when pub¬ 
lic switching is Involved. But it 
is technically difficult to pre¬ 
vent voice traffic - on leased 
lines meant for data traffic, for 
example - and an increasing 
number of companies are turn¬ 
ing a. blind eye to the law. 

Some Telekom executives 
argue privately that the best 
they can hope for Is that the 
almost total ban on private 
telephone links will be chal¬ 
lenged in the European Court, 
because that will give them 
another three years of monop¬ 
oly profits. 

In some of the non-telephone 
areas of voice traffic, in partic¬ 
ular radio-based systems like 
PCN, the Bundespost is con¬ 
gratulated by reformers for 
taking a liberal lead. PCN bc- 
erising procedures are set to 
begin at the end of the year 
and the system should be oper¬ 
ational by 2000. 

The private-sector D2 digital 
mobile phone system should 
also be operational by the end 
of this year, in competition 
with Telekom's Dl system. 
However, the crucial argument 
- over the price that the pri¬ 
vate sector group, led by Man¬ 
nesman^ will have to pay Its 
rival, Telekom, for the lease of 
its lines - has not yet been 
resolved. 

Mannesmann argues that 
leased line costs represent 
between 20 per cent and 40 per 
cent of total running costs and 
that the cost of leased tines in 
Germany is still four times the 
OECD average. Telekom 
answers that reducing the 
costs for Mannesmann alone 
would represent a huge sub¬ 
sidy to that company, while 


reducing them for everybody 
would cost about DM2bn 
(SLlbn) a year. 

Mr Christian Schwaiz-Schil- 
ling, the reform-minded post 
m i ni ster, has come down closer 
to Ma n nesmann than man y 
reformers had expected and 
proposed a 54 per cent reduc¬ 
tion in the Telekom leasing 
rate. He will probably get his 
way, although the matter may 
have to go to the cabinet for a 
final decision. Reformers are 
hoping that if the minister pre¬ 
vails, the flood-gates will be 
opened and the pressures to 
give all users a similar reduc¬ 
tion will be overwhelming. The 
revenue effect for Telekom will 
be neutral, according to the 
reformers, as volume will 
increase radically. 

Encouraging though these 
developments are for telecoms 
reformers, they also point up 
how little has changed in large 
parte of the regulatory frame¬ 
work. “We are stall too depen¬ 
dent on progressive decisions 
from individuals like Mr 
Schwarz-SchlUmg. If somebody 
etoe wm in his position, thing* 
“"€“*«** a lot worse,” says 
Mr Klaus Holthoff of the 
Monopoly Commission in 
Cologne. 

The Monopoly Commission 
is also disappointed that a 
more radical approach has not 
been taken to rebuilding the 
east German network. 

progress has been 
fo^r than expected. An "over- 
5JJ“f Provided more 

than M.000 new lines between 
SSJ"® parts of Germany, 
which has vastly improved 
connections, especially from 

JSSJ ,® 0 Telephoning 
within and out of east Ger- 

HBL"" * difficult, tot 

Telekom aims to provide an 
ratra 00,000 telephone lines to 
the east this year. 

However, the Monopoly 


Commission, in a recent 
report, maintains that “an 
extension of the telecommuni¬ 
cations system to match west 
German standards cannot be 
expected until the second half 
of the 1990s”. It says that the. 
real bottle-neck is the lack of 

planning rei parity within Tele¬ 
kom “which attests the limited 
efficiency of a traditional tele¬ 
communications monopoly". 

The commission, recom¬ 
mends the hiring out of the 
right to build and run net¬ 
works to private operators 
within east Germany. The gov¬ 
ernment could continue to 
licence and regulate but intra- 
national experience could be 
tapped to speed qp the rebuild¬ 
ing process. Some 80 turn-key 
project contracts to build, but 
not run, parts of the new net¬ 
work have been awarded, but 
all to German companies, pri¬ 
marily Siemens and SEL. 

As a second rtage the Com¬ 
mission recommends the 
breaking of the telephone 
monopoly for the whole cpim 
try. Until recently, that would 
have seemed a remote pros¬ 
pect, dim to the consti tu ti ona l 
requirement that the . post'and 
telephone services be nm as a 
“direct federal administration - 
Bat now senior Telekom execu¬ 
tives such as Mr Grad Tenzer 
believe the monopoly only 
be held for another 
years, mainly because' of B res ‘ 
sure from the JSC . .." 

The flotation of part of Teto- 
konv to help pay' for. unifica¬ 
tion, is no longer rated out'and 
Mr Sch vrarz^chDltdg is press¬ 
ing hard for Telekom employ¬ 
ees to be removed from the • 
restrictive public service 
employment structure-.Some 
optimistic jreformers.see-tba * 
as the first step toTrtoP 88 ' 
ttUL 

DavIdGoodhart 
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It is becoming increasingly challenging for today’s multi¬ 
national companies to run their own global communications. 
Networks that run through many countries can encounter many 
problems, customs and practices, incompatible technologies and 
service failures. 

BT’s global capability can succeed in meeting the challenge. 

With Syncordia, Global Network Services, Primex and FeatureNet 
in our line up, BT have a world class portfolio. It serves over 1000 
major locations worldwide and can provide solutions ranging from 
individually managed links to total communications management. 

But working with BT is as much about depth of involvement 
as it is about breadth of operations. As much about service as about 
technology. We aim to work closely with you, to understand your 
company’s corporate culture, its needs and most of all its vision 
for the future. 

To this end, we offer one managed relationship. Consultancy, 
systems integration, network installation and management - allow¬ 
ing for expansion worldwide. You’ll be dealing with a dedicated team. 

It’s a way of doing business that puts you in the driving seat, 
allowing you to exploit the potential of communications and 
giving you greater control. 

We call it “Going further, staying closer.” Put it to the test. 

For our brochure “Going further, staying closer” please call us 
on +44 272 217777. 

BT’s global network: 
a thousand locations end to end. 
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A single relationship, 
one to one . 
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Eastern Europe 


GREAT talkers and 
enthusiastic users of the tele¬ 
phone, Italians have grasped 
the opportunities offered by 
the celln l ar system to stay in 
touch with family, Mends and 
business contacts. The sight of 
Italia n s speaking into their 
telefanim in buses and cars, on 
street comers and in bars and 
restaurants of Italian towns 
and cities has become com¬ 
monplace over the past year. 

Figures from the state-owned 
telephone corporation SIP 
show that cellular telephone 
communications have at Last 
taken off in Italy. They had 
had a slow start, with only 
66,000 subscribers at the end of 
1988. But at the end of last year 
SIP had 266,000 users and the 
surge In demand has contin¬ 
ued, in spite of the imposition 
of a super-tax this summer. 

A spokesman at SIP said 
that new subscribers were join¬ 
ing at 2,000 a day before the 
tax was introduced. Further 
expansion was discouraged 
while the tax measure was 
being discussed by the govern¬ 
ment and in parliament, and 
the number of new users fell to 
about 1,000 a day. But there 
has been a good recovery to 
1,400 per day, said the spokes¬ 
man in August 

SIP expects the strong 
growth to continue. The corpo¬ 
ration's four-year strategic 
plan shows that it expects a 
further 1m Italians to sign con¬ 
tracts for cellnlar telephones 
over the next three years. By 
the end of 1994 about LSm will 
be p acking tdefonini in brief¬ 
cases and back pockets. 


ITALY 


The big talk show takes off 


While promoting and satisfy¬ 
ing the demand for portable 
telephones, lowering cost barri¬ 
ers and broadening the sub¬ 
scriber base to mass markets, 
SIP also plans action in several 
other areas. With the quality of 
basic telephone services earn¬ 
ing heavy criticism, not sur¬ 
prisingly these are the focus of 
most attention. 

Ensuring that the customer 
obtains the desired connection 
Is Fundamental But SIP fails to 
do so at present, its answer-ser¬ 
vice ratio being only slightly 
better than 50 per cent. The 
corporation's ambitious plans 
for improving and enlarging 
exchanges and the transmis¬ 
sion network aim to remedy 
the shortcomings. Dialling tele¬ 
phone numbers in Italy should 
become less of a lottery. 

Installation of digital 
exchanges will accelerate. As 
existing electro-mechanical 
equipment is replaced and new 
capacity brought into service, 
the proportion of exchanges 
using digital technology will 
rise. 

At the end of 1994, 63 per 
cent of the planned 30,000 
exchanges will be di gital, com¬ 
pared to year-end 1990 when 67 
per cent of Italy’s 25,600 
exchanges were electro-me¬ 
chanical All inter-district junc¬ 


tion terminals will be digital 
by 1995. SIP plans annual 
growth of 8 per cent for its 
distribution network and 
almost 12 per cent for its urban 
and inter-urban junction net¬ 
works, with increasing digitisa¬ 
tion. 

The corporation expects that 
the number of its subscribers 
will show a net increase of just 
over lm in each of the next 
three years. The telephone den¬ 
sity of 38.7 subscribers per 100 


number of access points to 
data networks being forecast 
almost to double in the next 
three years to 406,000. SIP aims 
to broaden the range of data 
transmission alternatives it 
can offer customers and to 
improve quality significantly. 

To keep pace with progress, 
and to reduce the gap that has 
separated its telecommunica¬ 
tions system from other indus¬ 
trialised countries, Italy's state 
telephone corporation is finan- 


Italians have grasped the opportunities offered 
by the cellular system to stay in touch with 
family, friends and business contacts. The 
sight of people speaking into their telefonini 
has become commonplace 


inhabitants (22.3m) at the end 
of last year is forecast to rise to 
46.1 at the end of 1994. Busi¬ 
ness users are expected to 
account for around one third of 
the increase, moving from 4.2m 
to & 6 m subscribers. 

Italy's business sector will be 
interested in progress in data 
transmission, wbere SEP Is 
under pressure from the pri¬ 
vate sector and the EC Direc¬ 
tive on service liberalisation 
and open network provision. 
The market is expected to con¬ 
tinue its rapid growth, the 

SCANDINAVIA 


cing a big investment pro¬ 
gramme. When this year closes 
L9,900bn ($7,644m) will have 
been spent In each of the next 
three years SIP plans invest¬ 
ment of Lll,000bn. 

Much of the money will be 
directed towards the distribu¬ 
tion network, where invest¬ 
ment will absorb a little less 
than one third of the total Just 
over one quarter of spending 
will go towards new 
exchanges, and just under one 
fifth to junction networks. 

This is clearly good news for 


Italian manufacturers whose 
order books will continue to 
benefit as SIP implements its 
plans: and none more than Ital- 
tel Sit, SIP’s sister company 
within the IRI state holding 
corporation. Two thirds of its 
LL980bn sales last year were 
generated by public switching 
equipment 

With only 3 per cent of sales 
in export markets, Italtel Sit is 
heavily dependent on its home 
market and captive customers 
SIP and the ASST long-dis 
tance carrier. It is fortunate 
that the Italian market goes 
against the international trend 
and continues to be buoyant 
“In fact while Europe and the 
US are feeling a decline in 
demand for public switching 
systems, in value terms, the 
high investment of the opera¬ 
tor continues within the frame¬ 
work of its Europe Plan,” says 
a repent from Italtel Sit 

However, the future threat¬ 
ens to be harsher. During 1990 
Italtel intensified action 
needed to cope appropriately 
with the Sing le European Mar¬ 
ket Competition between com¬ 
panies In the sector will 
Increase due to the EEC Direc¬ 
tive, approved in September 
1990, that has liberalised pur¬ 
chasing by public telecommu¬ 
nications operators. 


Mobile sector is Nordic flagship 


THE mobile communications 
sector is the flagship of the 
Nordic telecommunications 
industry. The inauguration In 
1981 of the pan-Scandinavian 
NMT, the first international 
cellular mobile telephone net¬ 
work, gave the telecommunica¬ 
tions equipment companies 
Ericsson and Nokia a head 
start in penetrating the global 
market for mobile communica¬ 
tions. 

Ericsson of Sweden claims to 
be the world’s largest supplier 
of mobile telephone network 
equipment, while Nokia of Fin¬ 
land says it ranks second after 
Motorola of the US in selling 
mobile phone handsets world¬ 
wide. 

The deregulation of mobile 
telecommunications in crucial 
markets, particularly Europe 
and the US, has benefited the 
two companies. But most of 
the Nordic countries have 
made slower progress in this 
regard until recently. It is the 
arrival of the European stan¬ 
dardised GSM system that has 
provided the breakthrough for 
increased market competition. 

Hie region offers rich possi¬ 
bilities. 

Scandinavia has the highest 
proportion of mobile telephone 
users In the world. Sweden led 
the global league in March 1991 
with a penetration rate of 60 
per 1,000 inhabitants, followed 
by Norway with 51 per 1,000. 
Finland with 48 per 1,000 and 
Denmark with 30 per 1,000. 

The deregulation of Nordic 
mobile telephone services is 
also opening the door to com- 
1 petition in other telecommuni¬ 
cations sectors. 

This is increasing pressure 
on the state telecommunica¬ 


tions agencies to raise new 
investment capital by privatis¬ 
ing. 

Sweden's Televerket, the big¬ 
gest Scandinavian telecommu¬ 
nications agency, has enjoyed 
a de facto, if not legal monop¬ 
oly on services during most of 
the post-war era. 

The only domestic competi¬ 
tion It faced during the 1980s 
was from Comvik, a subsidiary 
of the Kinnevik investment 
group, which operates a small 
analogue mobile telephone sys¬ 
tem against NMT. Hie threat 

Scandinavia has the 
highest proportion of 
mobile telephone 
users in the world. 
Sweden led the global 
league in March 1991 
with a penetration rate 
of 60 per 1,000 people 

offered by Comvik was minor 
since it was awarded only 50 
frequencies compared with 800 
for Televerket 
But both Comvik and Nor- 
dicTel which is owned by a 
consortium of Swedish compa¬ 
nies. have been granted 
licenses to operate GSM net¬ 
works, where frequencies are 
more evenly divided, guaran¬ 
teeing greater competition. 

Tele2, a joint venture 
between Com vis's parent com¬ 
pany Kinnevik and Cable & 
Wireless of the UK, is aiming 
to take a slice of two other 
profitable areas: d a t a commu¬ 
nications and overseas traffic 
for business customers. They 
have leased a fibre-optics net¬ 
work and linked it with satel¬ 


lites. The competition for inter¬ 
national communications is 
particularly worrying for Tel¬ 
everket, which derives an esti¬ 
mated 30 per cent of its profits 
from this sector, although it 
accounts for only 3 per cent of 
traffic volume. Moreover, for¬ 
eign competitors, such as Brit¬ 
ish Telecom and AT&T, are 
also seeking to capture some of 
the International traffic gener¬ 
ated by the country’s big mul¬ 
tinationals. 

Mr Tony Hagstrom, the Tel¬ 
everket general director, last 
year proposed that 45 per cent 
of the agency be privatised. 
The stock issue would raise at 
least SKrl5bn, with the new 
capital invested in new domes¬ 
tic projects as well as funding 
international expansion. 

Televerket believes that It 
and other small and medium- 
sized telecommunications 
agencies must band together to 
resist the growing challenge 
posed by their bigger competi¬ 
tors, including AT&T and the 
German and British telecoms, 
for international business cus¬ 
tomers. 

It already has small joint 
ventures In the Netherlands 
and the Baltic states and is 
searching for other European 
partners. 

Although the new non-social¬ 
ist government in Sweden 
favours some form privatisa¬ 
tion of Televerket, it is consid¬ 
ering a proposal that would 
retain state control over the 
telecommunications infrastruc¬ 
ture while privatising services. 
Hits would reduce Televerket’s 
ability to support less profit¬ 
able operations, such as local 
phone service, with funds from 
more lucrative sectors, such as 


foreign calls. 

Cross-subsidising operations 
in the past allowed Televerket 
to charge among the world's 
lowest rates, while remaining 
one of the world's most profit¬ 
able phone companies with the 
ability to self-finance large cap¬ 
ital investments. 

Denmark is already privatis¬ 
ing its national telecommuni¬ 
cations operator, with the state 
retaining a 51 per cent share. 
The Danish Telecom agency 
will face a private competitor 
in the GSM mobile telephone 
sector next year. The new oper¬ 
ator, Dansk Mobil telefcm, was 
awarded the license in June. 
Its owners consist of Den¬ 
mark’s Great Northern tele¬ 
communications company. Bell 
South of the US, and Sweden's 
NordicTeL 


in the deregulated Finnis h 
telecommunications market, 
where 51 local phone compa¬ 
nies compete against the state 
telecom agency, Radiolinja 
become the first private opera¬ 
tor of a GSM network on July 
L 

Norway is expected soon to 
pick the private competitor to 
Norwegian Telecom in the 
GSM sector. The consortia 
competing for the franchise 
include Netcom, which con¬ 
sists of Sweden's Comvik and 
the Norwegian food and drink 
companies Nora and Orkla 
Borregaard, as well as another 
group dominated by Racal of 
the UK and NordicTeL Bell 
Atlantic of the US is also mak¬ 
ing a bid in cooperation with 
Norvans, a group of Norwegian 
finatifliai institutions. 


Concentration and interna¬ 
tionalisation are part of the 
response of Italian telecommu¬ 
nications manufacturers to the 
challenge. Since June 1989 Ital¬ 
tel Sit has enjoyed the support 
of a US partner, AT&T. And at 
the end of last year Fiat 
reached an agreement with 
France's CGE regarding its Tel 
ettra subsidiary. 

But the ability to design and 
make products and systems 
that are competitive in terms 
of performance, price and 
delivery is fundamental if 
Italy's telecommunications 
industry wants to succeed in 
meeting the challenge. 

Figures from the national 
association of electrical and 
electronic industries ANUS 
show that the Italian market 
was subject to increased pene¬ 
tration by foreign manufactur¬ 
ers last year. At Ll,273bn, 
imports covered 17 per cent of 
demand, against less than 9 
per cent in 1989. And the trade 
deficit in telecommunications 
equipment increased to L65lbn 
from L46Sbn in 1989. 

The figures suggest that Ital¬ 
ian firms are not strong in the 
open market, exports being 
equivalent to 9 per cent of 
aggregate turnover. ANTE 
notes that a large part of the 
trade deficit was in user equip¬ 
ment, an area outside the pro¬ 
tective barriers that should 
now be dismantled. How vul¬ 
nerable to attack will the Ital¬ 
ian market be if or when it is 
effectively opened to foreign 
manufacturers? 

David Lane 


The competition among GSM 
operators is also increasing the 
battle for orders between Erics¬ 
son and Nokia an their home 
territory. 

Both make cellular infra¬ 
structure equipment. Erics¬ 
son’s close co-operation with 
Televerket has won it a domi¬ 
nant position in Sweden. It 
also received an contract last 
year from Norwegian Telecom 
to provide the equipment for 
Its GSM network. Nokia, mean¬ 
while, is supplying the GSM 
network equipment to Radi¬ 
olinja in Finland. 

Nokia has also used the start 
of GSM operations in Finland, 
to begin testing what it claims 
is the world’s first GSM tele¬ 
phone. 

Nokia predicts that the 
development of GSM system in 
Europe and the increased ser¬ 
vice competition it has fostered 
will lead to lower rates and 
boost demand for mobile tele¬ 
phone handsets, sharply reduc¬ 
ing their cost as production 
volume grows. 


John Burton 
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The world's most international commercial telecommunications company 


IT IS LIKELY that Telefonica's 
management will remember 
1991 not as the year when the 
company secured beachheads 
in Latin America and finally 
had its mythical income target 
of Ptal.OOObn ($9bn) within 
reach. 

Much less will it recall tins 
year as the one when the 
waiting list for domestic tele¬ 
phones was brought down to 
“only" 250,000 applica¬ 
tions - there were 590.000 frus¬ 
trated would-be users in 1988. 
Average waiting time to have a 
new phone installed is now 
down to less than three 
months whereas a year was 
the usual waiting period. 

For many executives the 
awesome event of the year was 
a deal with the unions that put 
paid to the 8am-3pm single 
working shift. "What we have 
done Is to start to c hang e the 
company's culture.” said a 
Telefonica spokesman. 

Hie “change" has not come a 
moment to soon. In July, the 
domestic market for terminals 
was deregulated and domestic 
users, who previously had to 
hire their main telephone sets 
from Telefonica, now have 
until January I. 1993 to decide 
whether to purchase them 
from the company or buy them 
instead from the competition. 

Telefonica is hoping that, as 
occurred to AT&T in the US 
and to British Telecom follow¬ 
ing liberalisation, the the pub¬ 
lic will remain loyal to it partly 
out of inertia and partly 
because of a gut feeling that 
the local giant will ensure t.hp 
best service. 

Service has not traditionally 
been one of Telefonica's better 

g oints, understandably per- 
aps given the company's for¬ 
mer monopoly status. Hence¬ 
forth It will be the main selling 
point in the battle to persuade 
users to buy Telefonica termi¬ 
nals. 

That is why the company’s 
30.000-strong army of telephone 
installers and repairers had to 
be persuaded to work round 
the dock, seven days a week. 
The company’s executives say 
the working shift deal with the 
unions was "costly" but that it 
was a vital investment to pre¬ 
pare for the new competitive 
environment. 

In another crucial Indicator 
of corporate cultural change, 
the Telefonica technicians who 
actually visit the end user of 
the company product in their 
homes and offices are now 
being offered bonuses for every 


supplementary phone or ser¬ 
vice that they are able to sell 
From suppliers of a monop¬ 
oly service (which they only 
provided up until the time of 
the Spanish lunch hour) Tele¬ 
fonica’s employees are aow, or 
so the management hopes, 
being turned into 
round-the-clock salesmen in a 
highly competitive sector. 

There are other signs that 
the grand old lady of Spanish 
telecommunications, as well as 
the largest domestic company 
in terms of labour force, is 
waking up to new realities. 
One is the installation of some 
40,000 new “smart” pay-phones 
around the country which will 
take coins, credit cards or Tele- 

Waiting time for a new 
phone is now less 
than three months 
compared with the 
usual year 

fonica’s own pre-paid calling 
cards that can be bought in 
post offices. 

Telefonica last year invested 
Pta700bn in telecommunica¬ 
tions Infrastructure, a sum 
that went a long way towards 
shortening the waiting list and 
which lifted the proportion of 
higher quality digital-type 
users of Spain’s 14.4m phone 
lines to 30 per cent Investment 
this year is somewhat down to 
PtaB40bn. 

Another sign, and a more 
remarkable one, was the man¬ 
ner In which Telefonica finally 
came round, earlier this year, 
to facing the fact that Spain 
had exceedingly cheap rates 
for local calls and had horren¬ 
dously expensive tariffs for 
international ones. Multina¬ 
tional companies in Spain rou¬ 
tinely had their head offices 
ring them and saved up to 30 
per cent of their telephone 
charges as a result. 

In a radical overhaul of the 
rate system the price of local 
cans of less than three minutes 
was doubled and that of inter¬ 
national eaite was cut by 10 per 
cent. For good measure the 
cost of installing a telephone 
was increased by 20 per cent to 
Pta2t,000. An in all the new 
tariffs were expected to 
increase the company’s reve¬ 
nue by around Pta45bn a year. 

The company expects that 
the first six months of this 
year wifi show revenue r is ing 
to dose to PtaSOObn, thus mak¬ 
ing feasible an annual income 


close to Ptal.OOObn. This 
Ptal.OOObn figure has been 
something of a Telefonica 
myth ever since it passed the 
PtaSOObn mark in 1987 and con¬ 
tinued to expand steadily. 

While the surge In demand 
for Telefonica's services has 
been huge in the domestic mar¬ 
ket mirroring the growth of the 
Spanish economy since mid¬ 
way through the last decade, 
the company has been most 
obviously ambitious In its 
expansion into Latin America. 
IberoamerLca, as Telefonica's 
officials term it, is seen as the 
priority area in which to 
expand. 

In this field there have been 
successes and failures with 
arguably the latter looming 
larger as 1991 wears on. 

A bid to buy into and oper- i 
ate the Venezuelan telephone i 
service on similar terms as the 
company has managed to 
secure in Argentina has been 
turned down although Telefon¬ 
ica may still gain a foothold as 
part of a consortium. The pri¬ 
vatisation process in Puerto 
Rico, which had also fired the 
Spanish company's enthusi¬ 
asms, is likewise failing to 
mature. 

Telefonica’s problem is that 
it appears to have put almost 
all its international expansion 
eggs in the Latin Amerlca/Iber- 
oamerica basket banking 
heavily on a shared language, 
a common cultural heritage 
and an equivalent level of 
medium technology. 

While there are a number of 
objective reasons why this area 
should be especially attractive 
to a Spanish company it Is no 
less true that it is, as a Telefon¬ 
ica official politely put it, 
“erratic” in its approach to pri¬ 
vatisation. 

Chile, wbere Telefonica has 
a big telecommunications 
stake, and Argentina, are hope¬ 
fully going to be the eventual 
foundation stones for the His¬ 
panic telephone link-up. Nego¬ 
tiations to enter these two mar¬ 
kets were protracted and often 
strained. The company is deter¬ 
mined to declare its Interest 
wherever opportunity appear 
on the continent and, as in the 
case of Venezuela and Puerto 
Rico, be patient and tenacious 
when the bidding starts. 

As Telefonica takes on its 
new EC-inspired cultural iden¬ 
tity, It may discover that it is 
more successful in these ven¬ 
tures. 

Tom Bums 


The scale of needs is enormous 

Poised for a 
quantum leap 


FROM the Elbe to the Pacific, 
the world’s formerly most 
secretive, and hence least com¬ 
municative societies, are gear¬ 
ing up for Hip q uan tum (pap in 
telecommunications technol¬ 
ogy and investment required 
for their re-integration into the 
world economy. 

The scale of the needs and 
the ambitions is simply enor¬ 
mous. In the crudest quantita¬ 
tive terms the 125 telephone 
lines per 1,000 inhabitants in 
the fanner Comecon countries 
of eastern Europe, including 
the Soviet Union, compares 
with 375 per 1,000 on average 
in the European Community 
and 500 in former West Ger¬ 
many. Most of the existing 
equipment, outside the most 
privileged military sectors, is 
technically obsolete, and much 
of it 40 years of age or even 
pre-war. 

Putting an accurate figure to 
the investment required for 
modernising services over this 
vast and disparate area of the 
globe is virtually impossible, 
but is likely to be more than a 
SlOObn over the next two 
decades. 

As far as eastern and central 
Europe is concerned the disso¬ 
lution of the Warsaw Pact has 
rendered redundant the former 
restrictions on technology 
transfers imposed by the 17-na- 
tion Co-ordinating Committee 
for Multilateral Export Con¬ 
trols (Cocom). The strategic 
trade watchdog was formed to 
prevent arms-related techno¬ 
logical transfers during the 
Cold War and includes Japan 
and Australia as well as all 
Nato countries except Iceland. 

The still uncertain future 
shape of the former Soviet 
Union, however, is reflected in 
a residual western wariness 
towards Soviet technology pur¬ 
chases in some areas, includ¬ 
ing telecommunications. This 
has led to maintenance of 
restrictions in crucial areas 
such as fiber-optics technology, 
in spite of the START strategic 
arms reduction treaty and the 
accumulating evidence of a 
profound and probably irre¬ 
versible shift in Soviet think. 
ing and goals. 

The new export rules 
decided by the Paris-based 
organisation in May, and 
which came into effect on Sep¬ 
tember l, amount to a signifi¬ 
cant easing of restrictions on 
western exports. Moscow, for 
example, will now be allowed 
to buy fibre-optic cables with a 
capacity of up to 45 megabits 
per second, equivalent to the 
best available in the US a 
decade ago, and will also be 
able to buy high-powered tele¬ 
communications switches and 
other formerly banned equip¬ 
ment 

The new Cocom rules were 
laid down, however, before the 
failed coup in mid-August the 
unintended result of which 
was the emasculation of the 
Communist party and the 
secretive parallel power of the 
security forces. The justifiable 
pre-coup caution now looks far 
less sustainable. The argument 
for allowing western telecom¬ 
munications companies to help 
construct an internal flbre-op- 
tics-based telecommunication 
system across the Soviet Union 
is now much stronger than 
before, although western secu¬ 
rity watchdogs will still seek to 
prevent the military gaining 
access to such a secure form erf 
communication while the wide 
open spaces are still dotted 
with Soviet strategic nuclear 
and other defence installations. 

In the meantime, the needs 
of western businessmen for 
better Soviet telecommunica¬ 
tions are likely to be met in the 
first instance by improved sat¬ 
ellite link-ups and by projects 
to connect both sides of exist¬ 
ing or upgraded Soviet lan- 
dlines to state-of-the-art global 
telecommunications links 
abroad. 

The first stage of one project 
is a planned 1,300km underwa¬ 
ter fibre-optic cable from 
Copenhagen to St Petersburg 
(Leningrad) where a radio link 
will be used to connect the for¬ 
mer Imperial capital with 
Moscow. Great Northern Tele¬ 


graph and Telecom Denmark,' 
the two Danish companies 
involved in the DkrSOGm - 
(US$76m) project which will 
carry 16,000 simultaneous calls, 
have already received Cocom 
approval to go ahead with this 
new external link. 

The UK-based Cable and 
Wireless group is heading a 
similar consortium which 
includes the US Simplex Wire 
and Cable company and the 
Soviet PTT. It plans to lay two 
high-capacity undersea fibre- 
optic cables at either end of the 
Soviet Union to link it with 
existing international commu¬ 
nications. 

Under such arrangements, 
long-distance calls within the 
Soviet Union could leave 
Soviet territory, Bash around 
the world and return via the 
opposite link quicker and with 
higher definition than via the 
Soviet Union's existing copper - 
wires. 

But the most needed, 
improvement is in the Moscow' 
area which has the highest 
concentration of western busi¬ 
nessmen and will retain acru- 
cial position as capital of the 
re-vamped Soviet Union and of 
the Russian republic. Improve¬ 
ment Is now in the offing. Sav¬ 
in tel & joint venture formed by - 
GTE, the US telecommunica¬ 
tions group, the Soviet PIT 
and San Francis co-Moscow 
teleport, a US-Soviet joint ven¬ 
ture, plans to improve telecom¬ 
munications links for busi-. 
nesses and hotels. 

Sovintel’s international' 
switching operation with 240 
dedicated circuits will add' 
practically 50 per cent to the 
meagre number of existing 
Soviet foreign circuits. 

Two crucial factors condi¬ 
tioning the pace of telecommu¬ 
nications modernisation are 
availability of finance and the ; 
willingness of foreign compa- - 
nies to build production facili¬ 
ties to serve the new markets.' 
The World Bank, the new 
European bank for Reconstruc¬ 
tion and Development and 
other international financial 
institutions have singled out > - 
the financing of telecommuni¬ 
cations projects as a top prior¬ 
ity. But willingness to make 
large-scale equity investments 
in production and training is 
also a key determining factor 
in the awarding of contracts. 

Hie Soviet Union in partial- ■ 
lar is desperate to find skilled 
civilian jobs for millions of 
redundant defence industry 
walkers. 

Poland, with more than 36m 
inhabitants and one of the 
most antiquated telecommuni- - 
cations systems, is the next - 
biggest potential market after 
tiie Soviet Union. It recently ' 
received a f!20m telecommuni¬ 
cations loan from the World * 
Bank which spurred fierce ' 
competition between European ~ 
and (JS companies. 

After strong political lobby- ' 
ing American Telephone and 
Telegraph was awarded a - 
$l00m contract to modernise 
the Polish telephone system 
and improve links for 70,000 ' 
new business subscribers, a top • ” 
priority in Poland’s 10 -year 
$2.5bn investment programme. I - 
This aims to more than treble - 
its existing lines to between 
10 m and 12 m by the end of the ' - 
century. At present Poland has 
only 3.3m phones, or fewer 
than nine per 100 mhahitjints . 

Ameritech, another US com- ' 
pany, and France Telecom also - - 
recently beat British Telecom 
to win a licence to set up a 
cellular telephone network 
after a controversial shift in 
tendering procedures. 

Poland, together with Hun-", 
gary and Czechoslovakia, are 
considered the “fast track” - 
countries with the greatest 
potential to integrate into 
European and world markets. 

The pace of modernisation in 
Romania and Bulgaria is 
expected to be slower. But in 
all countries modernising tiie -' 
Industry will require large * 
scale retraining, heavy invest¬ 
ment and a rev oluti on in atti¬ 
tudes towards service ■ 
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Virtual private networks, outsourcing, 

management or dedicated private networks? How will the 

Japanese corporate market network evolve? 

Downsizing how will die distributed LAN netwo rking 
market develop within Japanese multinationals? 

Wffl open and multi-vendor systems catch on within Japanese 
multinationals? 

What will be the demand structure of Japanese LAN to LAN 
interconnection? 

What Will the effects of NTTs introduction of 156 

^ scrv * ccs in 1992 and B-ISDN services 

Japanese Corporate Communication Networks is an 
imcreacuvc “““"client study launched by EGIS which 
wdi answer the above questions by surveying the present 
and fuhiie network demand of Japanese 
more tends, contact Mr. Dongles CARSE in Tokyo on 
SI 3 3264 1060. Fax: 81 3 3265 2260 

... T EGIS K.K.' 

Providing Japan focused strategic mneniring 
_services since 1Q7d 
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LIKE almost any nther aspect 
of public fife, Soviet telecom¬ 
munications were not exempt 
from the shock waves of the 
abortive coup dViat last 
August 

The collapse of centralised 
government structures which 
followed gave the 15 Soviet 
republics, including the three 
Baltic states which became 
fully independent, the freedom 
to manage their own affairs, 
including telecommunications. 

“Every republic is now enti¬ 
tled to its sovereign telecom¬ 
munications system, to bufld 
it exploit it, mid at the 
time with this network serve 
the interests of a common eco¬ 
nomic space,” said Dr Vladimir 
Bulgak, the Russian post tele¬ 
communications and space 
minister, in an interview. 

He then produced a paper 
with foe signatures of every 
republic's telecommunications 
minister (including those of his 
three Baltic colleagues who are 
described as “observers") and 
the deputy Soviet minister. 

On ft is a proposal, agreed by 
foe ministers, for an inter-re- 
publican committee to co-ordi¬ 
nate teleco mmnmraHung pol¬ 
icy in the absence of an 
all-union ministry which h as 
been all but dissolved. This 
new committee would be 
chaired by republican minis¬ 
ters on a rotating basis, and 

AFTER decades of neglect, 
Hungary's telephone system is 
spread thinly, even by east 
European poor standards. But 
nowhere in foe region is the 
effort more advanced to bring 
teleco mmuni cations up to 
scratch. 

Hungary's very backward¬ 
ness has its advantages. 
“There Is an opportunity to 
leapfrog”, says Mr Gyula Par- 
tos, the official at foe Ministry 
of Transport and Communica¬ 
tions who designed the new 



. .. . _ 

Moscow calls: telephone services hi the Soviet Union are primitive T< 


de cisio ns would be taken by 
consensus. 

Encouraged by this agree¬ 
ment, which simply requires 
the approval of top republican 
leaders, he denied that tele¬ 
communications policy was in 
danger of fracturing along 
republican lines to foe point 
where even their standards 
conflicted with each other. 

“That is not a danger. But 
what is a danger, if you want 
to use this worn, is that foreign 
investors will no longer be able 
to deal through just one union 


minis try, but with each repub¬ 
lic. From now on, if you want 
to invert in Uzbekistan, you've 
got to go directly to Uzbeki¬ 
stan.” 

He is well placed to attract a 
lot of that investment. The 
new balance of power put Pres¬ 
ident Boris Yeltsin's huge Rus¬ 
sian federation in a position of 
pre-eminence among fellow 
republics in a new as yet unde¬ 
fined sort of confederation. 

This means that although be 
denies it. Dr Bulgak has effec¬ 
tively become first among 


equals. After the coup attempt, 
he was given control over all 
telecom authorities on Russian 
territory which previously 
passed as all-union assets. 

On the industrial side, he 
has become the buyer of 75 per 
cent of the switches and other 
output of Soviet state telecom¬ 
munications manufacturers 
grouped in a pseudo-indepen¬ 
dent group called Telekom. 

While admitting that ser¬ 
vices in the Soviet Union were 
primitive. Dr Bulgak placed 
foe blame on the inability of 


industrial enterprises to 
deliver new equipment 

“We have money but noth¬ 
ing to spend it on,” he said, 
explaining that telecommuni¬ 
cations authorities in Russia 
last year made a net profit of 
Rbs2bn ($L2bn) after expendi¬ 
tures of Rbs7.7bn. 

Although Dr Bulgak said 
Telekom would continue to 
operate as “something of a 
monopoly" in Soviet terms, 
they would not be shielded 
from the competition of foreign 

fy.mpanipc 

Like a number of other 
republics, Russia is doing its 
utmost to attract foreign 
investment, seen as crucial to 
rapid modernisation of tele¬ 
communications and other 
industrial sectors. A law 
passed on July 4 allows 100 per 
cent foreign ownership of 
enterprises on Russian terri¬ 
tory and the establishment of 
wholly-owned subsidiaries of 
foreign companies. 

So far no foreign telecommu¬ 
nications company has taicpn 
advantage of this legislation 
but there are already a number 
of joint ventures up and run¬ 
ning to manufacture digital 
switching equipment and other 
components for a modern tele¬ 
communications system. 

In Leningrad, state-owned 
Krasnaya Zarya (Red Dawn) 
has set up a joint venture with 
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By foe end of foe century, it 
is hoped Hungary will have 
one of Europe’s most modem 
telephone systems. Moreover, 
because policy is befog devised 
from first principles, it is likely 
to be more liberal than that in 
continental western Europe. 
Because it is too costly to be 
financed domestlcapy, foe pro¬ 
gramme also requires foreign 
involvement ami privatisation 
of Hungarian Telecommunica¬ 
tions Company (BTC), the 
state-owned monopoly. 

Hungary’s line density in foe 
mid-1980s was lower than that 
of all Its eastern European 
neighbours and about one-fifth 
of the European Community 
level. Official estimates show 
that the number of lines has 
increased from seven per 100 
people then to over 10 per 100. 

One way to avoid 12-13 years 
on foe waiting list is to obtain 
a “black line" by bribery. The 
cost is about 10 times the stan¬ 
dard Ftl2.000 ($157) connection 
fee. It is common knowledge 
inside HTC that district man¬ 
agers, at least until recently, 
could more than double their 
basic salaries through such 
payments. 

The telephone network is 
breafotakingly outdated as 
well as overstretched. Much cf 
rural Hungary is covered by 
manual switches and so is cut 
off after 4pm when the opera¬ 
tors go home. The backward¬ 
ness extends to Budapest The 
Jozsef rotary switch, which 
serves the capital’s 8th district, 
is such an amusing museum 
piece that visiting western tele¬ 


communications experts specif¬ 
ically ask to see it 
International connections 
are better. Even as traffic has 
expanded hugely, connections 
have improved since Ericsson 
supplied an AXE exchange for 
the international gateway. 
Central European Investments, 
a research firm, cited telecom¬ 
munications as one of Hun¬ 
gary’s immediate attractions fo 
foe competition with Poland 
and Czechoslovakia for west¬ 
ern inves tment 
The economic cost of sub¬ 
standard telecommunications 
fe still great Ft lObn ($130m) a 
year directly and many times 
that indirectly, according to Mr 


business customers, providing 
them with voice and data ser¬ 
vices, including ISDN (inte¬ 
grated services digital net¬ 
work). 

The 56 large digital switches 
required for the overlay will be 
supplied by Ericsson and Sie¬ 
mens. They won a recent ten¬ 
der which was designed to 
extend competition fo procure¬ 
ment and counteract foe for¬ 
mer market dominance of 
Northern Telecom and its local 
partner, BHG. 

Beyond the basic pro¬ 
gramme, HTC will help local 
authorities and companies to 
install a further 300.000450,000 

linflS- 


By the endhof the century, Hungary hopes to 
have one of Europe’s most modem telephone 
systems. Moreover, because policy is being 
devised from first principles. It Is likely to be 
more liberal than that in western Europe 


Partos. 

Much is befog done to rem¬ 
edy that Hungarian telecom¬ 
munications investment, at 
0.77 per cent of gross domestic 
product, is around double foe 
rate of other east European 
countries, according to the 
most recent comparative statis¬ 
tics. The level of spending is 
driven by the need to catch up 
and by sheer profitability. The 
international switch paid for 
itself fo as little a year, accord¬ 
ing to Mr Pal Horvath. HTC’s 
managing director. 

Moreover, investment is 
going to increase sharply. HTC 
plans investment fo equipment 
of FtllObn ($l43m) over three 
years. Three-quarters of that 
will go cm a digital overlay net¬ 
work. This will connect about 
400,000 extra subscribers in 
three years, mostly new and 


Taken together, the plan 
calls for maintenance of foe 
current growth rate in the 
number of lines of more than 
10 per cent That is needed to 
bring Hungary to its target of 
27 lines per 100 inhabitants by 
foe end of foe century. 

T.ittip of the funding for this 
massive programme can come 
from the cash-strapped Hun¬ 
garian state; about half of 
HTC’s investment will be 
funded internally. To this end, 
tariffs increased by an average 
of around 50 per cent In the 
new year. 

But foe programme must 
also rely an credits of $15Qm 
from the World Bank and 
$100ro from the European 
Investment Bank. A S50m 
credit from foe European Bank 
for Reconstruction and Devel¬ 
opment for rural network 


development is also possible. 

Another crucial element will 
be foreign equity investment, 
either directly into HTC when 
it is privatised or in joint ven¬ 
tures with the state telecom¬ 
munications company. 

An audit by Coopers & 
Lyhrand, which valued HTC at 
about Ftfflbu (5794m) was foe 
first step. The authorities are 
choosing between 18 firms 
which bid to advise on HTC's 
privatisation strategy. The 
most gigntfirant constraint is 
that the Hungarian state, 
HTC's sole owner, intends to 
maintain a majority stake in 
foe basic network. 

Even in advance of privatisa¬ 
tion, HTC is being shaken up. 
Drastic personnel changes- 
have reduced foe average age 
of senior managers from over 
50 to under 40, according to 
HTC’s Mr Horvath. “HTC is no 
longer a lazy public utility", 
says Mr Partos. 

Communications ministry 
officials have come up with 
plenty of radical ideas to liber¬ 
alise services. One proposal 
would have put one of foe lega¬ 
cies of communism into foe 
service of a free market in tele¬ 
communications. Administra¬ 
tion, police, army and utilities 
networks, whose combined 
length exceeds those of the 
HTC, could be joined to pro¬ 
vide parallel competition. 

A new telecommunications 
bill to go before parliament 
this autumn will break HTC’s 
monopoly in many areas and 
give Hungary a relatively lib¬ 
eral regime. The draft does not 
exclude parallel network com¬ 
petition or set limits on foreign 
participation. 

*Tm not afraid of competi¬ 
tion", says Mr Horvath. “It is 
also in the interest of the 
monopoly provider. The fete of 


a dinosaur is very sad.” But he 
questions the d esirability of a 
second backbone network. “It 
is easy to take away rights and 
resources from HTC. It is very 
hard to create something oper¬ 
ational." 

It appears that the govern¬ 
ment has responded to HTC’s 
concerns and policy will be 
less radical than that allowed 
by the proposed legislation. 
Parallel networks will have to 
wait nntil a nationwide net¬ 
work is fully established. 

In foe meantime, operation 
of local networks may be put 
out to tender. Competition will 
be given freer rein in mobile. 


Alcatel Bell, foe Belgian sub¬ 
sidiary of France's Alcatel, 
which will manufacture the 
French company’s new genera¬ 
tion of digital exchange, Sys¬ 
tem 12. 

This modernisation drive is 
even involving defence plants 
seeking to convert to civilian 
outpat 

In the town of Izhevsk, east 
of Moscow, a defence plant 
called Motozavod has teamed 
up with Siemens to produce 
the German company’s 
EWSD's digital switching sys¬ 
tem. With production due to 
start next year. Dr Bulgak said 
that this would provide 100,000 
b'ngg next year, reaching im by 
foe end of 1995. 

Apart from improving inter- 
urban and rural communica¬ 
tions within the Soviet Union, 
Dr Bulgak said there were 
plans to build three interna¬ 
tional gateways to facilitate 
communications with the out¬ 
side world. 

But the most ambitious tele¬ 
communications project of all, 
laying high capacity fibre-optic 

cable from the Baltics in the 
west, to Nakhodka in foe east, 
and the Crimea in the south Is 
still on hold because of Cocom 
restrictions. 

Dr Bulgak hoped that follow¬ 
ing the defeat of fast month's 
coup, restrictions on the 
import of components and 
technology for this SSOOm proj¬ 
ect would soon “be softened to 
meet us" so that an interna¬ 
tional consortium could begin 
work on connecting up foe 
Soviet Union with the rest cf 
the world. 

Leyla Boulton 


packet-switching and val¬ 
ue-added services. WesTel, a 
mobile telephone joint venture 
between HTC and US West, 
already has 5,000 customers. 

Part of the government’s 
reluctance is for very western 
reasons. “It seems that right 
now the government wants to 
give the rhances to privatisa¬ 
tion and not to liberatisation". 
says Mr Partos. Moreover, the 
HTC lobby is “very strong”, he 
says. Some officials even com¬ 
plain that the minister is clOS£T 
to HTC management than to 
his own advisers. The irony, 
they say. is that the former 
communist government was 
more liberal in its approach. 

“But even in the current 
draft, Hungary will go beyond 
the European approach”, says 
Mr Partos. He accepts stoically 
that liberal dreams have rrtma 
in contact with reality. 


CZECHOSLOVAKIA 


Political storm 
rocks industry 


Nicholas Denton 


THE OFFICE of Mr Otakar 
Filipec, director of Prague Tele¬ 
com, is frill of old telephones. 
He affirms that these are 
antiques and not representa¬ 
tive of those found in Czecho¬ 
slovakia. But only last month, 
a telephone exchange dating 
from 1938 was removed, he 
adds. 

With 60 per cent of the tele¬ 
phone exchanges in Czechoslo¬ 
vakia dating from the 1950s, 
foe country’s telecommunica¬ 
tion network has a urgent need 
for investment But foreign 
companies entering the market 
have found themselves caught 
in foe political storm which is 
ro cking the telecommunication 
industry in Czechoslovakia. 

At the core of foe battle is 
foe question of which political 
body will eventually be in 
charge of telecommunications 
in Czechoslovakia. The wres¬ 
tling match between federal 
and republican authorities, 
both vying for increased con¬ 
trol over the industry, has 
delayed foe privatisation of foe 
network until next spring and 
put off urgent restructuring 
derisions. 

In theory, the federal minis¬ 
try of port and telecommunica¬ 
tion is in charge, jointly with 
foe privatisation ministry, of 
revitalising foe telecommuni¬ 
cations sector. But foe volatile 
political climate at foe depart¬ 
ment - with no less than four 
heads since the 1989 revolu¬ 
tion - has done little to help 
push through concrete deci¬ 
sions. 

Instead, the government in 
foe republics have steadily 
intensified their demands for a 
say over the future shape of 
the network. On August 1, foe 
Slovak republic went as far as 
creating its own telecommuni¬ 
cations ministry. Moreover, foe 
managers of foe Administra¬ 
tions of Port a nd Telecommu¬ 
nications (PTTs), foe umbrella 
organisation supervising foe 
network in each republic, have 
opposed the federal plans. 

All these different players 
have confused foe process of 
restructuring tolprrwnmnnlcfl - 
tions in Slovakia so much that 
further steps are impossible, 
say western investors. Despite 
recent joint-venture agree¬ 
ments, the constant change in 


partners has made it difficult 
to go ahead with contracts. 

Both Alcatel SBL and Sie¬ 
mens have secured 30 per cent 
each of the supply market by 
signing joint venture agree¬ 
ments with the firms Tesla-Lip- 
tovsky and Tesla-Kariin. These 
two companies were former 
parts of the electronic firm 
Tesla which bad a monopoly 
over foe supply of telephones 
under foe old regime. 

The two foreign companies 
have secured a majority stake 
in the joint ventures and will 
be entitled to compete for the 
remaining 40 per cent of the 
market which is to be open to 
all-comers 

Their contracts say that 
equipment will be imported 
until the production facilities 

At the core of the 
battle is the question 
of which political body 
will eventually be the 
controller of 
telecommunications 


in Czechoslovakia are 
upgraded. 

But no imports have yet 
been made^aocording to one of 
them, because of the confusion 
surrounding foe partners on 
the Czechoslovakia side. 

“Everybody quarrels with 
everybody and at the end of 
foe day. you don’t know who 
you are dealing with. It's just a 
big mess." he adds. 

Despite the international 
tender which selected the two 
companies last February, it 
remains unclear as to whether 
or not another foreign com¬ 
pany will he invited to supply 
for the remaining 40 per cent 
of the market 

US West and Bell Atlantic 
have also jointly signed a joint- 
venture agreement with the 
two FTTs in each republic to 
supply Czechoslovakia with 
cellular telephones and packet 
switching date networks. 

Mr Ernest Tuttle, Tnanagtep 
director of the venture called 
EuroTel, says that the com¬ 
pany is planning for 50,000 cel- 
Conttnned on page 30 
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THE MESSAGE in the small ad 
in the newspaper the other day 
was clear if slightly desperate. 

A company was moving 
offices to another Warsaw dis¬ 
trict and proposed to swap the 
four phone and one telex lines 
in its present location for simi¬ 
lar faeiKtfeB in a suburb. Fail¬ 
ing that it said it was open “to 
other suggestions in the way of 

getting lines". 

Such advertisements, 
reflecting chronic problems 
with the telephones, are going 
to appear for some time as 
Poland struggles to modernise 
and expand its telecommunica¬ 
tions systems. 

It is an awesome task. The 
ministry of communications 
would like to see some 10m 
new Wwpa installed at a cost of 
up to $15bn by foe end of the 
century. It is difficult to see 
where the funds could come 
from to back such plans. 

For the moment the_ ministry 
has been able to raise some 
S600m from western govern¬ 
ment and comme rcial sources 
incl uding foe World Bank and 
the European Investment 
Bank. But the availability of 
foreign fands does not mean 
that domestic finance will be 
easy to come by. 

Indeed Mr Jerzy Slezak, foe 
co mmunicat ions minister, is 
anxiously looking tor foe 
S5,5QQba <|5DQm) he w»k to 
set Warsaw’s telephone system 
to rights. This has to be spent 
on top of foe $ 120 m in credits 
he already has to pay for seven 
S 12 *rm igtt switches for foe 


Polish capital to be supplied by 
Alcatel Sesa of Spate. 

The problem Is that there Is 
so much ground to be made up. 
Warsaw bad its first telephone 
system of 200 lines run by the 
Bell Telephone Company in foe 
1880s. The city had 30.000 lines 
by 1914. The country now has 
some &3m lines or not much 
more thaw ten per 100 inhabit- 


But telpmmmrmicatinns ser¬ 
vices are growing despite the 
shrinking of the economy as 
the authorities maintain a grip 
on money supply. 

Installations this year are 
expected to reach 227,000 com¬ 
pared with 90.000 in 1979 or 
. 150,000 a year tea years later. 

A new telecommunications 
law has ended the monopoly of 
the system up to a point From 
the start of 1992 foe state- 
owned Polish Post Telegraph 
and Telephone Company 
(PPTT) is to be split into two 
units. Poczta Polska will han¬ 
dle the postal service and Tele- 
ko mmukagj a Polska SA will 
provide telecommunications. 

The law says international 
phone links are to remain 
rmriw state control but domes¬ 
tic services can be provided by 
private operators. The share of 
any foreign capital in such 
companies must not exceed 49 
per cent Private operators are 
free to set charges but the 
state retains the right to fix an 

X limit on fees. 

far licences have been 
issued to two private opera¬ 
tors. One Is to TESA which is 


providing an electronic postal 
service and foe other is to foe 
Banking Telecommunications 
Society which aims to provide 
bonking sector services. 

The government’s develop¬ 
ment plans are running at two 
levels, the local and national. 
Earlier this year the World 
Bank approved a $l20m loan to 
finance a nati onal digital art¬ 
work which would overlay the 
present system. 

This is being co-financed by 
the European Investment Bank 
with a 390m loan to provide 
phones for 70,000 businesses 
and improve services for 
900,000 private subscribers. 

Meanwhile a new interna¬ 
tional exchange has been pro¬ 
vided tor Warsaw by AT&T. 
Siemens of Germany is to do 
the same for Katowice and Poz¬ 
nan will be served by a new 
exchange from Alcatel CTT. 

A fibre optic link between 
the Polish coast in Koszalin 
and Denmark is being 
extended to Warsaw and even¬ 
tually to Ostrawa in Czechoslo¬ 
vakia. Talks are continuing 
about running another fibre 
optic line from Germany to 
Warsaw and then on to 
Moscow. 

At the national level a con¬ 
tract to install a cellular 
mobile communications net¬ 
work was recently awarded, 
after a long and tortuous selec¬ 
tion process, to a consortium 
bringing together Ameritech 
from tiie US and France Tele¬ 
com. This could see the instal¬ 
lation of up to 100,000 lines. 


Locally AT&T, which has 
spoken of investing S800m in 
Poland, is offering to put in a 
170.000 line system in Szczecin 
in the north west of the coun¬ 
try. Further south, in Opole, 
South Korea is ready to guar¬ 
antee a $50m loan to have Sam¬ 
sung install a 113,000 line sys¬ 
tem. 

Przemysl, in Poland’s south 
eastern corner, is to have the 
Italian ITALTEL company 
install 51,000 lines paid for 
with $20m worth of credits 
guaranteed by the Ttaiian gov¬ 
ernment Most recently Sie¬ 
mens has arranged financing 
worth DM 57.3m to install new 
switches in Katowice thus pro¬ 
viding 170,000 lines. 

Poland's telecommunications 
industry can derive some hope 
from joint ventures with west¬ 
ern producers. Thus Telcom 
Teletra in Poznan has a joint 
venture with Alcatel CIT to 
produce E 10 switches and Sie¬ 
mens has come in w ith the 
Warsaw based ZWUT switch 
producer to produce switching 
equipment 

It looted as if Ericsson of 
Sweden would be shut out 
when Poland refused to accept 
that its AXE 10 equipment 
could he used in foe country. 
However fierce lobbying by the 
Swedes caused foe ministry to 
change its decision and 
another joint venture to pro¬ 
duce equipment is being con¬ 
sidered with the Telcom TeHa 
plant in Bydgoszcz. 

Christopher Boblnskf 


Carrier pigeons used to be among the most popular 
means of communication: sophisticated, competent 
and reliable — reaching even the most remote 
places — and above all, affordable. The very same 
principles which long ago guided man to choose 

pigeons for carrying messages can today be usedfor 
designing sophis ti cated and affordable 
telecommunications systems. And this is exactly 
what zee have been doing. We do not invent at all 
costswe make the best use of available resources. 
This is why we have succeeded in coming up with 
telecommunications systems that are sophisticated, 

yet affordable. 

You are welcome to visit us at Telecom 91 in 
Geneva , stand A Jo. 2310, Hall 2. 
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US ambassador Shirley Temple Slack In Prague uses Eurofef 

Political storm 


Continued from page 29 
lolar telephone customers over 
the next five years. The net¬ 
work will be operative in 
Prague, Brno and Bratislava 
this aut umn. It will then be 
extended to 25 other cities. 

Cellular telephones are 
likely to prove an attractive 
proposition. The waiting list 
for lines in Prague alone num¬ 
bers 68 , 000 , the period for 
installation varying between 
one month and a couple of 
years depending on the neigh¬ 
bourhood. 

Moreover, many flats share 
one line, which means that a 
telephone line can suddenly be 
occupied fbr any length of time 
by another unknown caller. 

Other foreign investors 
looking into the Czechoslovak 
market include French Tele¬ 
com which has plans to supply 
public phone booths using 
computerised plastic cards 
instead of coins. But here too, 
the political quagmire has 
hampered negotiations. 

Foreign investors will even¬ 
tually participate in the 
modernising of the telephone 
network once a privatisation 
plan is agreed upon. For the 
time being, the one concrete 
action has been the separation 
of the Post Office from tele¬ 
communications. 

Mr Bruno Duthoit of France 
Telecom explains: “It all 
depends on what exactly they 
will decide to do with their net¬ 
work. One needs to know 
whether there Is going to be 
one federal network or two 


republican ones before any fur¬ 
ther investments can be made. 
Then, one will be able to see if 
there is going to be digital 
overlay network, for example'*. 

Mr Lubomir Bokstefl, deputy 
minister at the federal telecom¬ 
munication ministry, says that 
the final ownership structure 
will include a 20-30 per cent 
foreign, participation. The rest 
will remain state-owned, with 
10 per cent becoming employ¬ 
ees’ shares. 

He says the government 
plana to double the number of 
telephone lines in the country 
over the next ten years. 
Czechoslovakia has currently 
15 lines per 100 flats. It ranks 
above Poland and Hungary 
which each have about 11 lines 
per 100 flats. 

But doubts remain that all 
partners in Czechoslovakia will 
agree on a final privatisation 
structure. 

Another official at the fed¬ 
eral ministry of telecommuni¬ 
cations suggested handing out 
the whole network to existing 
local companies and eliminat¬ 
ing thereby the power of the 
PITs' managers. 

“Consider this: we were told 
that the quickest way of privat¬ 
ising a telecommunications 
network was done in New Zea¬ 
land. And that took three 
years!" says Mr Filipec of 
Prague Telecom, one of the 
companies under the Czech 
PTT. 

Ariane Genillard 


Pacific Rim 


WORLD TELECOMMUNICATIONS 30 


IN THE Asia-Pacific region, 
telecommunications offers 
some stark contrasts. In Singa¬ 
pore, it is usual for new homes 
to be wired into the all-comput¬ 
erised telephone network 
before the owners move in. 
Less than four hours' flight 
limp away, many of the inhab¬ 
itants of Papua New Guinea 
have probably never seen a 
telephone. 

Aside from such disparities, 
the region's telecommunica¬ 
tions market is buoyant and 
predicted to have significant 
growth potential. Mr Mel 
Ward, managing director of 
Telecom Australia, estimates 
that the region’s 37m telephone 
lines will grow to around 325m 
over the next 50 years. This 
will involve the expenditure of 
some AJl^OObn (US$944£bn) at 
today's prices. 

For several countries the 
immediate priority is to 
enlarge the basic wireline tele¬ 
phone network. Some have 
modest budgets. Papua New 
Guinea, for example. Is 
embarking on a $350m, five- 
year expansion programme. 
Malaysia is more ambitious, 
spending around $ 2 . 1 bn in the 
period to 1995. The present 
telephone density is about 8 
per cent; the target for the end 
of the century is 25 per cent 

Although equipment and ser¬ 
vice provision has traditionally 
been the preserve of govern¬ 
ment monopolies in most parts 
of the region, competition is 


John Williamson on prospects_forj 3 rowth_ir^ 

Buoyant regional market 


being sponsored in an increas¬ 
ing number of countries, with 
the aim of accelerating growth. 

Thailand exemplifies the the 
trend. Part of the country's 
seventh five-year development 
programme envisages the addi¬ 
tion of around 3m new tele¬ 
phone lines. In an effort to 
raise the S5bn investment 
needed without exceeding the 
overall debt imposed by 
the Thai authorities, the Tele¬ 
phone Organization of Thai¬ 
land (TOT) was allowed to 
invite outside companies to 
participate in funding, building 
and operating new exchanges 
in return for a share of the 
revenues generated. 

Last year it was reported 
tViat i fr om five candidate con¬ 
sortia, the local Charoen Pok- 
phand business group, teamed 
with the UK’s BT, had been 
selected to partner TOT. Since 
then, however, there has been 
political opposition to the 
scheme In Bangkok, and it 
remains whether local 

telephone operations form part 
of ST’S international strategy. 

Competition is also being 
used to drive down prices and 
to extend consumer choice in 


non-voice services. In South 
Korea, for example, Dacorn, 
formerly the national monop¬ 
oly provider of value added ser¬ 
vice (VAS), will next year be 
able to offer international tele¬ 
phone services and, at some 
unspecified date, local tele¬ 
phone service. Dacom alma to 
cut international calling costs 
by 10 per cent and achieve a 30 
per cent share of the Korean 
market by 1993. 

According to the US-based 
Pyramid Research consultancy, 
falling regulatory barriers in 
Asia and rising demand for 
non-voice services are creating 
a "sea of opportunities" for 
VAS providers and their sup¬ 
pliers. 

In Japan, deregulation since 
1985 has led to the emergence 
of more than 30 specialised val¬ 
ue-added networks and nearly 
900 VAS providers. Pyramid 
estimates that Japan's 1990 
VAS revenues of S1.4bn will 
top 57.31m in 1995. 

An important consideration 
in Australia's telecommunica¬ 
tions deregulatory strategy 
was the need to encourage toe 
efficiencies which would help 
Australian carriers win busi¬ 


ness in international markets. 

Although some significant 
initiatives have yet to be finali¬ 
sed - deluding the merger of 
the overseas carrier OTC with 
Telecom Australia, and the 
establishment of the Anssat 
domestic satellite concern as a 
private sector competitor - 
the strategy seems to be pay¬ 
ing off already. Against fierce 
international competition, 
Telecom Australia has won 
contracts to manage Sandia 
Arabia's telephone network, 
build an optical fibre system in 
Pakistan and operate radio 
communications and paging 
services in Poland. 

Closer to home, there are 
important export opportunities 
for Telecom Australia and 
like-minded regional operators. 
It is estimated that trade 
between North America and 
other Pacific Rim countries 
was worth S20bn in 1970, had 
grown to $275bn twenty years 
later, and could rise to Si.OOObn 
by the end of the decade. As 
well as expansion of national 
telecommunications markets, 
this implies the growth and 
consolidation of regional infra¬ 
structures. 


Last year the AsiaSat 1 satel¬ 
lite was launched from China 
aboard a Long March 3 rocket 
Owned in equal shares by 
Cable & Wireless, the China 
International Trust and Invest¬ 
ment Corporation and Hutchi¬ 
son Whampoa, AsiaSat is 
Asia's first regional satellite. 
Its coverage area embraces 2bn 
people, or about half of the 
world's population, and use of 
its circuits is reported to be 
heavy. Other satellite opera¬ 
tors, torfnding PanAmSat, are 
believed to be planning 
regional Asian systems. 

Augmenting such initiatives 
is an expanding web of subsea 
fibre optic links. These origi¬ 
nally emphasised the US-Japa- 
nese orientation of regional 
commerce but systems have 
recently begun to reflect some 
modifica tion in the balance of 
local interests. 

Short and medium distance 
fibre cables linking the Associ¬ 
ation of South East Asian 
Nations fAsean) community 
and its neighbours are prolif¬ 
erating. Long haul systems are 
planned to fink Australia and 
New Zealand to Japan and Cal¬ 
ifornia. 


The most recently 
announced Asian fibre optic 
cable will be owned by sfcna 38 
carriers and link Singapore 
with Japan, via Malaysia, Hoag 
Kong and Taiwan. The 7,500km 
APC system will be the longest 
in the Pacific region and, 
depending on the particular 
segment, will have two or 
three pairs of fibres. Each pair 
will carry more than 30.W0 
simultaneous telephone calls. 
APC. in which Singapore Tele¬ 
com is the largest investor, wiH 
enter service in 1393.... 

In parallel with the buDd-im 
of Pacific Basin telecommuni¬ 
cations infrastructures, local 
manufacture of hardware is 
becoming more Important 
Until recently, this field was 
dominated by Japan-and-the 
four “dragons 0 of Hong Kon g, 
Singapore, South Korea and 
Taiwan. Now c oa utriessuch as 
Australia and China‘ are get¬ 
ting in on the act - i 

Australian technology Is 
becoming the worldwide stan¬ 
dard for very high capacity; 
metropolitan area networks. 
China is concentrating r on 
expanding its domestic tele¬ 
phone network, but theShang- 
hai Bell Telephone Equipment 
Manufacturing Company, a 
Joint venture with the Alcatel 


iuced digital telephone 
exchanges to the USSR. 

The author is International 
Editor, Telephony Magazine. 


IN little more than three years, 
New Zealand's telecommunica¬ 
tions industry has undergone 
considerable structural change. 
FTOm a protected government 
department which was 
designed to operate as a 
monopoly to create jobs and 
for related social reasons, the 
industry now operates in a 
largely unregulated and com¬ 
petitive environment. 

Telecom, the former govern¬ 
ment department, still domi¬ 
nates the industry. But it has 
an aggressive competitor. 
Clear Cn mmnnirartnnB , which 
provides a cheaper telephone 
service over 80 per cent of the 
country- 

Next year, Bell South Corpo¬ 
ration of the US will launch an 
alternative cellular network. 
Hundreds of smaller companies 
and individuals also provide 
competitive services. 

Until 1987, virtually all tele¬ 
communications services were 
provided by the Post Office 
which had a statutory monop¬ 
oly fbr domestic and interna¬ 
tional services. The reformist 
Labour government split the 


NEW ZEALAND 


From monopoly to competitor 


Post Office into three sections 
- Telecom, New Zealand Post 
and Postbank - which were to 
be privatised. Only New Zea¬ 
land Post has yet to be sold to 
the private sector. 

To allay public concerns, the 
government kept one prefer¬ 
ence share, the so-called 'Kiwi 
share'. This requires the com¬ 
pany to observe certain princi¬ 
ples, such as maintaining a 
local free calling option for res¬ 
idential customers (although 
this can be waived if Telecom's 
profitability might be affected). 

As a state-owned corpora¬ 
tion, Telecom was allowed to 
borrow as much as it wanted 
to modernise services and hire 
the best available international 
talent 

Under a former senior Brit¬ 
ish Telecom official. Dr Peter 
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Troughton, and others hired 
from Britain and the US, the 
organisation underwent a mas¬ 
sive shake-up, helped by legis¬ 
lative changes and union 
agreements which facilitated a 
massive reduction of staff. 
Between April 1 , 1987 and 
March 31, 1991, staff levels fell 
from 24,500 to 14£00; hundreds 
more have been laid off in 
recent months. 

Dr Troughton began a 
sweeping programme to 
upgrade Telecom's services to 
prepare for deregulation and 
eventual competition. The plan 
was designed to increase ser¬ 
vice quality, network reliabil¬ 
ity, personnel productivity and 
profitability. The modernisa¬ 
tion and capital expenditure 
programme, launched in 1987, 
saw the investment of more 
than NZ$2.5bn ($1.46bn). The 
plant replacement programme 
brought international attention 
and was Instrumental in 
attracting Ameritech of the US. 
which became an important 
supplier of new equipment. 
Last year Ameritech led the 
consortium with Bell Atlantic 
to buy Telecom for NZftL25bn. 

Telecom management claims 
it operates one of the world's 
most advanced telecommunica¬ 
tions transmission and digital 
switched networks. It has 
largely completed its capital 
replacement programme. Half 
of its exchanges are less than 
three years old and 87 per cent 
of its access lines are linked to 
digital exchanges. 

To increase efficiency, a 


holding company structure 
was introduced which reduced 
central management, decen¬ 
tralised decision malting and 
made each regional business 
directly accountable for cus¬ 
tomer satisfaction and finan¬ 
cial performance. 

Telecom is in the throes of a 
major tariff rebalancing pro¬ 
gramme to reduce cross subsi¬ 
dies among services and to 
establish prices which more 
accurately reflect underlying 
costs. This has already seen 
major changes in the compa¬ 
ny’s revenue flows. It has sub¬ 
stantially reduced national tall 
call charges, lifted domestic 
rates and introduced a range of 
off-peak prices to stimulate 
demand. The aim is to put the 
company in a better position to 
respond to competition and 
identify opportunities for 
future capital spending. The 
programme has led to a steady 
rise in domestic charges, and a 
drop in toll and business tele¬ 
phone charges. 

Substantial sums are being 
spent on providing value-added 
services such as cellular tele¬ 
phones and promoting the 18 
regional Yellow Page directo¬ 
ries, while operating costs are 
falling as a percentage of total 
revenues through increased 
network modernisation and 
staff cuts. 

In July, Ameritech and Bell 
Atlantic, under the terms of 
their purchase agreement with 
the government to reduce their 
shareholding to 493 per cent, 
sold 27 per cent of their shares 


on the New York, London and 
Asian exchanges in what baa 
been described as the most suc¬ 
cessful float on Wall Street fids 
year. The shares went to a 25 
per emit premium. The remain¬ 
ing shares will be sold within 
two years. 

From the outset, government 
policy was designed to ensure 
competition. Last year Clear 
Communications began a frill 
service using Telecom's net¬ 
work. This followed a 
protracted court hearing in 
which Clear alleged Telecom 
was delaying making its net¬ 
work available for com p e ti tive 
reasons. 

Clear is owned by the New 
Zealand-based Todd Corpora¬ 
tion. Television New Zealand, 
MCI Communications of the 
USand Bell Canada Enter¬ 
prises. The company was 
framed to use fibre optic cables 
owned by New Zealand Rail¬ 
ways, which retains options to 
buy shares. Further services 
are carried by the new Cook 
Strait cable link between the 
North and South Islands, using 
an optic cable installed as part 
of the Electricity Corporation's 
Transpower network upgrad¬ 
ing. 

In August, Clear announced 
that it had 10,000 customers. It 
offers what it says is a cheaper 
service for residential and busi¬ 
ness customers, and has erne of 
tiie world’s more modem net¬ 
works with all-digital transmis¬ 
sion and switching. 

Also in August Bell South 
announced that it bad run into 


problems negotiating an inter¬ 
connection agreement with 
Telecom fra its rival cellular 
network, but expects this to. 
begin operating in January 
next year. The American- 
owned company, which 
secured a TAC A frequency 
last year for NZ&Sm, has been 
negotiating with Telecom for 
ahnost a year. Bell South plans 
to invest NZ$15Qm in its net¬ 
work over the next 10 years. 

A further competitor is Au* 
sat, the telecommunications 
satellite operator owned fay. the 
Australian Government. Ana-, 
sat offers Auckland and Wel¬ 
lington subscribers a private 
network between Australia 
and New 7 -eaiand and plans to 
begin international telephone 
services calls on a trial basis 
this year. . . 

Ameriterh and RpTI Atlantic, 
Telecom's major shareholders, 
have announced that, together 
in partnership with Hutchin¬ 
son Whampoa, they may hid 
for Anssat Telecom is advising 
the consortium on the Austra¬ 
lian Government's plan to cre¬ 
ate a second network operator 
in Australian through the sale 
of Anssat althoagh consortium 
spokesmen in New Zealand say 
mis. Trill be managed from Aus¬ 
tralia. Bell Atlantic also heads • 
a consortium, this time includ¬ 
ing Telecom, for the rights to 
design and maintain a second 
network in New South Wales. 

Telecom has made little 
secret of its desire to expand 
outside its home base - but 
this would have to be agreed 
with its majority US owners, 
who spoke last month of their 
desire to keep as much inde 1 
pendence as posaEUe between - 
their New Zealand and possible 
Australian involvemenbC 

Terry Half 


AUSTRALIA 



Compromise over reforms 










FINANCIAL TIMES 

EUROPE'S BUSINESS NEWSPAPER 


1 








AUSTRALIA’S telecomm¬ 
unications industry is in the 
initial stages of a series of reg¬ 
ulatory changes which will 
introduce open competition in 
all services by 1997. 

The changes follow increas¬ 
ing dissatisfaction with the 
existing system, under which 
traffic is split between two gov¬ 
ernment-owned corpora¬ 
tions - Australia Telecom, 
which handles domestic calls, 
and OTC, which handles inter¬ 
national traffic. 

The Labor government is 
also anxious to dispose of the 
loss-making Aussat satellite 
operator, which was launched 
as a space-based competitor to 
Telecom, but failed because of 
Inadequate funding and regula¬ 
tory restrictions. 

However, reform of the tele¬ 
communications industry has 
been difficult for Labor 
because of strong opposition in 
the trade unions and the left to 
any redaction in government 
ownership. 

As a result, initial moves to 
privatise either Telecom or 
OTC had to be dropped in 
favour of a compromise under 
which Anssat is being priva¬ 
tised as the basis of a private 
sector second carrier. 

Telecom and OTC are to be 
merged, but will remain in gov¬ 
ernment ownership. A govern¬ 
ment regulatory agency, 
known as Austel, has been 
established to supervise com¬ 
petition between the carriers, 
and the transition to full com¬ 
petition. 

The government hopes the 
duopoly wifi begin in January, 
following the sale of Aussat at 
the end of the year. It is 
intended to last until 1997, giv¬ 
ing the second carrier five 
years to establish a significant 
market share before the intro¬ 
duction of open competition. 

Mr Kim Beazley, the commu¬ 
nications minister, successfully 
piloted the necessary legisla¬ 
tion through the federal parlia¬ 


ment earlier this year, but the 
government's compromise pro¬ 
posals have pleased few in the 
industry. 

The merger of Telecom and 
OTC creates a strong govern¬ 
ment-owned carrier which will 
be able to hold its own against 
private sector competition, but 
has done nothing to ease trade 
union fears that efficiency 
pressures could cost up to 
16,000 public sector jobs. 

At the same time, the deci¬ 
sion to base the second carrier 
on Aussat leaves ATUG, the 
Australian Telecommunica¬ 
tions Users’ Group, uncon¬ 
vinced that Telecom/OTC will 
face a serious battle for cus¬ 
tomers. 

"We did not want an amal¬ 
gamation at OTC and Telecom, 
and we do not see the duopoly 
as an ideal way to go," says Mr 
Allan Robertson, a senior 
ATUG executive. “We have 
serious doubts about whether 
real competition is going to be 
achieved, but we accept the 
duopoly as an act of political 
pragmatism because of the 
forces that were being mobi¬ 
lised in the Labor Party and 
the trade unions,” he says. 

Initial hopes of a bidding 
race for Aussat dissipated 
when the giants of the indus¬ 
try - AT&T of the US. NTT of 
Japan and British Telecom 
failed to register an interest, 
perhaps in the hope that the 
opposition Liberals will go 
ahead with plans to privatise 
Telecom if they win the next 
election, due by 1993. 

The front-runner is Optus 
Communications, formed by 
BellSouth of the US and. Cable 
& Wireless of the UK, each 
holding 24.5 per cent, and 
Mayne Nickless, an Australian 
transport group, with 20 per 
cent. 

Optus is backed by the AMP 
Society and National Mutual 
Life, Australia's two biggest 
financial institutions, and the 

AIDC Telecommunications 


Fund, and has the political 
advantage of being 51 per cent 
Australian-owned. 

The other bidder is Kalori 
Communications, which com¬ 
prises three overseas compa¬ 
nies - Hutchison Whampoa of 
Hong Kong, and Bell Atlantic 
and Ameritech of the US, both 
of which are also investors in 
recently privatised New Zea¬ 
land Telecom. 

Kalori has no domestic 
investors, but has agreed to 
abide by government dgnutnifa 
that 51 per cent rtf the success¬ 
ful consortium must be Austra¬ 
lian-owned within five years. 

Comsat, the US satellite 
operator, also registered an 
interest in Aussat, but has 
since said it is seeking to inter¬ 
est one of the other consortia 
in its satellite technology, 
which it claims could extend 
the life of Aussat's dying first- 
generation satellites, postpon¬ 
ing the need for heavy invest¬ 
ment in second generation 
equipment. 

Mr Beazley is expected to 
announce the winning bid for 
Aussat this month, in time for 
the sale to be completed before 
the new year. However, Kalori 
is understood to have told the 
government it was still unsure 
whether to tahle a final bid. 

Optus has been more posi¬ 
tive. promising to spend A$4bn 
(USS3bn) over five years to pro¬ 
vide competitive Long-distance 
and international access to all 
Australians, and a digital cellu¬ 
lar service to 80 per cent of the 

population. 

Ifre consortium says it wifi 
achieve a 21 per cent share of 
the domestic and long-distance 
market for residential and 
small business customers by 
1997, and more than 80 per cent 
of the cellular market 
Such an outcome would sat¬ 
isfy critics who claim Telecom/ 
pTCJs likely to prove too big 
for effective competition. But 
some observers doubt that 
Optus would be willing to 


invest on the scale it promises. 

Dr Sam. Paltridge, a research 
fellow at the Centre for Inter¬ 
national Research on Commu¬ 
nication and Information Tech¬ 
nologies in Melbourne, says 
the Optus group's proposed 
investment looks excessive 
. compared to the track record 
of new entrants overseas, such,' 
as Mercury in the UK and MCI 
in the US. 

His research shows that 
Optus’s planned investment is 
more than three times the 
amount Mercury spent over . 
the same period in attempting 
to penetrate a market'more - 
than three times as big as Aus¬ 
tralia. Put another way;- 
Optus's proposed spending . 
equates to around 50 per cent 
of Australia Telecom's present 
level of investment In its first 
five years, Mercury, sport 8.7 _ 
per cent of British Telecom's 
expenditure. 

Dr Paltridge says Optus is 
also likely to be discouraged 
from investing hi new equips 
meat by a relatively cheap 
interconnection charge fdr the. 
use of the Telecom/OTC net-.. 
work of 3.14 cents a minute car 
average, half the level imposed 
on Mercury and MCSL .: - 

“I would be very sceptical 
about the (Optus) figures,”' 
says Dr Paltridge. Tf the*: 
really are going to invest this 
amount of money thatis afl_ 
well and good, but-yon are' 
only handing out . these 
licences once, awd 'the govern^, 
ment really needs to be careful 
about it' 

However, the government's • 
first priority is to achieve: ft 
successful sale of Aussat frJr 
towed by the capture of a sig- 
niff cant share of the market by< 
the second carrier. Estimated 
of the sale price vary between. 
A$ 4 Q 0 m and AjaODm, but.fW" 
withdrawal of Kalori would- 
leave Optus in-a very stfoxqr 
position. ... v 

Kevin Brown 
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JAPAN S large trading 
companies .are forcing an 
entrance to the international 
telecommunications service 
Sector, providing lower rates 
formal visual and corporate 
customers. 

The “big she" houses have 
established large equity stakes 
in the two new international 
common carriers which com¬ 
pete with the established 
Xokusai Denshin Denwa 
(KDD). Profits, however, are 
declining because of price-cut¬ 
ting competition. 

That is encouraging three 
inte rna t ion al players to diver¬ 
sify their services in quest of 
profits. Competition is shifting 
from rate-cutting to a trend 
focused, on more sophisticated 
services for business custom- 
era. 

Underpressure from the two 
newcomers,. KDD recently 
matched their lower rates. 
Until 1989, it monopolised 
access to Japan’s international 
telecommunications circuits. 
People in Japan making inter¬ 
national calls nOW <yn ri fflon? 
between the two newcomers 
and KDD. They are Interna¬ 
tional Telecom Japan (TTJ) and 
International Digital Commu¬ 
nications (LDC). 

IDC’s owners include the 
large trading company C. Itoh, 
the UK’s Cable and Wireless, 
Toyota Motor and Pacific Tele- 
sis International of the US. 
Three large traders - Mitsubi¬ 
shi, Mitsui and Sumitomo 

- together with electronics 
maker Matsushita Electric 
Industrial are the main share¬ 
holders of ITJ. Other signifi- 


JAPAN: International Services 


Big six houses branch out 


cant shareholders of ITJ the 
last two of the big six trading 
companies - Marubeni and 

NissbolwaL 

Financial institutions are 
well represented as sharehold¬ 
ers of the new carriers. For 
example, six of Japan’s city 
banks - including Mitsui 
Taiyo Kobe Bank. Mitsubishi 
Bank. Fuji Bank and Bank of 
Tokyo - are minor share¬ 
holders oflTJ, as well as major 
lenders to the company. 

In the nearly two years since 
the start of the new carriers’ 
public services in October 1989, 
the approach has focused on 
KDD responding to the lower¬ 
ing of rates by the two compet¬ 
itors. When competition 
started, the two newcomers 
offered rates on calls to the US 
23 per cent less than those of 
KDD. Under such pressure. 
KDD has cut its rates four 
times. 

The two-year period during 
which ITJ and IDC offered 
lower rates was all but orches¬ 
trated, says an official at the 
Ministry of Posts and Telecom¬ 
munications. The idea was to 
enable the new companies to 
get off to a smooth start Rate 
reductions have had a severe 
impact on KDD, which was 
accustomed to an easy life. 

In the year ended March 31, 


1991, KDD’s pretax operating 
income fell 23.3 per cent to 
Y24.4bn ($183m), and revenues 
were down 7.0 per cent to 
Y240.7 bn. Lowering of rates 
prompted KDD to cut research 
and development spending by 
9.4 per cent, an unusual move 
by a Japanese company. 

KDD is trying to make it as 
easy as possible for customers 
to pay bills. Customers in the 
Tokyo area as from August 
have been receiving hills that 


end of the decade, KDD expects 
its ISDN services to account 
for 10 per cent of revenues. 

Diversification of services 
and the overall movement 
toward high-value-added ser¬ 
vices is the challenge that con¬ 
fronts KDD. As the company 
has only faced competition for 
two years, it is still reluctant 
to jump into new fields, but it 
is taking steps. 

KDD says that it Is cutting 
charges for international tele- 


For Japan’s international carriers, the age 
in which competition was largely a matter 
confined to national boundaries is over 


include bar codes that can be 
read by terminals at conve¬ 
nience stores run by Seven- 
Eleven Japan and other compa¬ 
nies. 

KDD is focusing on its ver¬ 
sions of integrated services dig¬ 
ital network (ISDN), which it 
started offering in Tokyo two 
years ago. Its ISDN services 
rely on links with AT&T and 
BT (formerly British Telecom). 

KDD officials say its ISDN 
services allow customers 
access to high-speed lines in 
such formats as standard 

K ae, facsimile, image and 
communications. By the 


conferencing services and that 
it will soon offer transmission 
of high-definition television 
(HDTV) signals. The goal is to 
commit users to broadband 
services, while reducing costs 
and offering viable charges. 

To offer better ISDN ser¬ 
vices, KDD is researching sat¬ 
ellite and optical communica¬ 
tions systems, multi-media 
communications services, net¬ 
work design, and artificial 
intelligence (AT) software. Fbr 
pTflmpip, by pursuing advances 
in “intelligent image coding”, 
KDD is attempting to reduce 
the amount of video informa¬ 


tion that must be transmitted. 

For Japan's international 
telecommunications carriers, 
the age in which competition 
was largely a matter confined 
to national boundaries is over. 
A year ago. a typical KDD 
executive would have named 
IDC and ITJ as principal com¬ 
petitors. In the mid-1990s, he 
would probably name AT&T, 
BT, Cable & Wireless, and 
Singapore Telecom. 

Nippon Telegraph and Tele¬ 
phone (NTT), which owns 10 
per cent of KDD. is getting 
overseas business, mainly 
through subsidiaries such as 
NTT Data Communications 
Systems. To keep its interests 
spread widely KDD is teaming 
with more Japanese and over¬ 
seas companies. 

The pattern is that Japanese 
partners enable KDD to gain 
access to innovative hardware, 
like the joint marketing with 
Sharp of a colour facsimile 
machine featuring ISDN com¬ 
patibility, while international 
team mates are attractive on 
the basis of promising ideas. 
KDD has agreed tentatively to 
cooperate with Motorola in the 
so-dmed Iridium project, con¬ 
sisting of 77 small satellite; in 
low orbits. 

It will enable users to gain 
access to each other and msyor 


telecommunications networks 
via the planned satellite sys¬ 
tem from band-held telephones 
anywhere in the world. It 
remains uncertain whether the 
$2bn plus Iridium project will 
get off the ground. However, 
KDD needs to hedge its bets to 
keep from being left out of 
important projects on the 
global horizon. 

For ITJ and IDC, strategies 
revolve around increasing the 
number of countries served, 
from about 30 to 48-50 by the 
spring of 1993. They probably 
will not need to expand beyond 
that range, because approxi¬ 
mately 98 per cent of all calls 
from Japan go to 50 nations. 

KDD retains many advan¬ 
tages over its rivals. For exam¬ 
ple, it is Japan’s signatory to 
the Washington-based Interna¬ 
tiona] Telecommunications 
Satellite Organisation (Intel¬ 
sat). Moreover, KDD is a part 
owner of Telecommunications 
Satellite Corporation of Japan 
(TSCJ), which operates domes¬ 
tic communications and broad¬ 
casting satellites. It is the only 
one of the trio to possess an 
R&D infrastructure that was 
built during the time of a 
monopoly on services. 

Japan's trading companies 
do not count on making large, 
quick profits from their equity 
positions in the new interna¬ 
tional carriers. But such posi¬ 
tions should enable them to 
expand their telecommunica¬ 
tions business operations and 
the scope of their value-added 
services in the years to come. 

Neil W. Davis 


JAPAN'S mammoth Nippon 
Telegraph and Telephone Carp 
(NTT) has come under increas¬ 
ingly fierce competition and 
earnings pressure in the six 
years since losing its domestic 
telecoms monopoly. In the fis¬ 
cal year through March, rivals 
snatched from NTT 14.5 per 
cent of the $12.35bn 
long-distance call market; 10.8 
per cent of the $3.23bn leased 
circuit market; 27.5 per cent of 
the $ZJ3ba car and portable 
phone market; and 27.9 per 
cent of the $902m pager mar¬ 
ket according to Toyo Keizai, 
an economic news organisa¬ 
tion. 

1 Type 1 operators - or new 
common carriers (NCCs) - are 
facility-based firms supplying 
regional, long-distance satel¬ 
lite, international and mobile 
telephone services and dedi¬ 
cated circuits. Type 2 carriers 
resell specialised services, 
including electronic mail, 
jacket switching and dedicated 
circuits. 

For NTT, the most pamftil 
loss is to the four leading 
long-distance carriers - Dain- 
i-Denden Inc, Japan Telecom, 
Teleway Japan and capital- 
area operator Tokyo Telecom¬ 
munications Network (TTNet) 

- which launched operations 
in 1987 using NTT access cir¬ 
cuits and their own fibre-optic 
and microwave networks. 

On some heavily used 
routes, including those linking 
business centres in Tokyo and 
Osaka, the NCCs have cap¬ 
tured as much as half the traf¬ 
fic by offering distinct cost 
advantages. The battle over 
cellular phone service is 
already furious (see related 
storyX and smaller rivals are 
be ginning to challenge NTT In 
the emerging market for inte¬ 
grated services digital net¬ 
works (ISDN), which allow 
simultaneous, high-speed 
transmission of voice, fax, data 
and Image information. 


JAPAN: Domestic market 


Goliath gnawed by rivals 


So tor. plans to popularise 
broadband-lSDN by the end of 
the century are running 
hrtiinri crhorfnip due to prohibi¬ 
tive start-up and equipment 
costs and cultural resistance in 
japan’s notoriously inefficient 
offices. 

Mr Waldie Thiessen, senior 
telecoms analyst at Credit 
Lyonnaise Securities in Tokyo, 
predicts the market win reach 
the take-off stage in one-to-two 
years when equipment prices 
drop. 

Markets for related products 
are growing as well, winding 
local area network (LAN) and 
packet switching services. NEC 
Corp. and Intec Inc. both 
announced early this year 
their plans to sell packet 
switching via NTT lines. Some 
40 per cent of firms listed on 
the Tokyo Stock Exchange first 
section already operate private 
enrninT T mraHnng networks via 
NTT digital circuits. The focus 
will HOW shift to smaller firms. 

hi the skies overhead, two 
satellite communications 
firms, Japan Communications 
Satellite Co. (JCSAT) and Sat¬ 
ellite Communications Corp 
(SCC), are to offer a domestic 
telecoms service. JC-SAT is 
owned by C. Itoh & Co, Mitsui 
and Hughes Communications 
Inc of the US and SCC by the 
Mitsubishi group. A third firm. 
Satellite Japan Corp, is con¬ 
trolled by Sumitomo, Nissho 
Iwai and Marubeni and will 
launch its first satellite in 1994, 
having obtained a licence from 
the Ministry of Posts and Tele¬ 
communications (MPT) this 
April, six years after its initial 
application. Trading houses 


were able to gain control of 
♦big glamour industry because 
of their deep pockets and 
extensive ties to aerospace 
firms through aircraft Wring 
and sales. As in the fast-grow¬ 
ing gibn US satellite communi¬ 
cations industry, the largest 
potential market in the Y14bn 
Japanese market are cable net¬ 
work stations. 

Large corporations are also 
interested in using the links to 
inform and educate workers at 
remote locations. 

However, the industry's best- 
laid plans so tor have crashed 

Japanese consumers 
have already received 
significant benefits 
through lower 
telephone user rates 
and enhanced 
services 

to earth. SCO’s only satellite. 
Super Bird A, struck problems 
last December. 

This has left JC-SAT with 
Japan’s only two operative 
commercial telecoms sa te l lites . 
SCC has been servicing its 10 
broadcast clients via transpon¬ 
ders on its rival's satellite 
since Super Bird A’s ran into 
difficulty at the end of last 
year but hopes to end the 
dependency by launching (me 
of its own as early as next Jan¬ 
uary. 

Deregulation can take 
decades rather than years in 
ah industry as complex and 
capital-intensive as telecoms, 
but Japanese consumers have 


already received significant 
benefits through lower tele¬ 
phone user rates and enhanced 
services, inrin/fing value added 
networks (VAN), teleconferenc¬ 
ing and computer data trans¬ 
mission. 

Further liberalisation is not 
tor off, according to an MPT 
1991 white paper released in 
early June. The report notes 
that competition has lowered 
costs in recent years and seeks 
further cuts and expanded ser¬ 
vices. One of the earliest such 
moves will likely come in 1993 
with easing of regulation of the 
mobile phone market 

By mid-decade a further 
review is scheduled into the 
operations of NTT and the 
question whether the industry 
superpower should be split into 
regional service providers, 
much as in the way that a 
large part of AT&T's network 
in the US was divided into the 
“Baby Bells”. 

NTT executives oppose such 
plans, preferring a single split 
into nationwide local and 
long-distance com panies . This 
has put them at odds with 
MPT bureaucrats, but the 
recent decision to hive off 
NTT's mobile phone unit is 
viewed as an warning sign for 
those f^rni pai gninp to keep the 
firm largely intact 

The Imbroglio involving 
NTT shares, of which the gov¬ 
ernment still holds about 66 
per cent, has vastly compli¬ 
cated the issue and brought 
the mighty ministry of finnneg 
into the picture. 

No matter how that drama 
unfolds, telecoms capital 
expenditure should remain 


steady for some time to come, 
although some slowing is 
likely now that the NCCs 
largely have their networks in 
place. 

Between 1964-1990. domestic 
spending on telecoms equip¬ 
ment grew an average of 10.1 
per cent annually, compared to 
a 4.7 per cent increase each 
year of overall gross national 
product as a whole. 

Among electronic equipment 
makers, the main investment 
focus over the next couple of 
years will remain on semicon¬ 
ductors rather than telecoms, 
says Mr Shigeru Yoshinaka, an 
analyst at Barclays de Zoete 
Wedd Securities. In a few years 
he foresees solid sales growth 
potential for ISDN and per¬ 


sonal computer communica¬ 
tions equipment, especially if 
voice anil image elements are 
incorporated. 

The NTT industry goliath 
plans to raise capital invest¬ 
ment 7.5 per cent in the cur¬ 
rent fiscal year ending next 
March to YLSoObn. Its medi¬ 
um-term plan projects invest¬ 
ment of Y8£00bn over a five- 
year period starting in April 
1991 including an increase in 
annual R&D spending to 
Y300bn, or 5 per cent of operat¬ 
ing revenues. 

NTT also rims to boost the 
contribution to consolidated 
revenues of non-conventional 
services, including ISDN and 
mobile phone services, to 25 
per cent by 1995 compared with 
13 per cent in fiscal 1990. The 
setting of these objectives is 
hardly surprising given last 
year’s 13.9 per cent drop in 
consolidated pre-tax profits 
and the expectations of a fur¬ 
ther declines this year. 

Neil Weinburg 


ISRAEL 


Reforms are 
piecemeal 


THE twin forces of 
privatisation and competition 
are slowly but relentlessly 
chipping away at Israel’s state- 
owned telecommunications 
monopoly, Bezek. Two offer¬ 
ings of shares in the company 
have put a large chunk of the 
company into the public's 
bands, and a third offering is 
now on the drawing board. 

Meanwhile, a government 
white paper released last 
spring has recommended open¬ 
ing important parts of the 
Israeli telecommunications 
market to at least limited com¬ 
petition. 

Neither development prom¬ 
ises to put Israel in the fore¬ 
front of telecommunication 
deregulation. The government 
has so tor refused to surrender 
its controlling stake in Bezek 
nor does the white paper, popu¬ 
larly known as the Boaz com¬ 
mission report, propose open¬ 
ing basic telecommunications 
services to competition. Never¬ 
theless, Israel has made great 
strides in deregulating and 
improving service over the 
past decade. If phone and data 
communications services are 
not quite up to western stan¬ 
dards, they represent an enor¬ 
mous improvement over the 
preBezek days. 

Until 1984, when Bezek 
began operations, phone ser¬ 
vice was run directly by the 

Ministr y nf Cn mnniwiraHnnc - 

a ponderous bureaucracy that 
operated under enormous polit¬ 
ical pressures. The most popu¬ 
lar complaint then was about 
the time it took to get a tele¬ 
phone installed: in a country of 
around 4m people, 266,000 were 
waiting for phones, two thirds 
of them for more than a year 
in 1984. 

The long wait was symptom¬ 
atic of much deeper problems. 
The entire phone system was 
primitive by western standards 
and was tor from capable of 
meeting the vast new demands 
of a computerised society for 
teleco mmunications . 

Today, in its seventh year of 
operations, Bezek likes to point 
out that the waiting list has 
been cut to 43,000 (of whom 
only 7.900 have been waiting 
more than a year), even though 
Israel’s population has grown 
quickly. 


But the shorter waiting list 
is as much indicative of 
Bezek's failure as of its suc¬ 
cess. It remains bureaucratic 
and largely removed from mar¬ 
ket considerations. Since its 
founding, top priority has been 
given to the politically sensi¬ 
tive issue of installing new 
phones. Thus, only 48 per cent 
of Bezek’s telephone 
exchange’s are digital - a big 

improvement over nil six years 

ago, but well behind western 
standards. 

Transmission is often poor. 
Bezek’s “privatisation” has 
been much bally booed in the 
press and the financial mar¬ 
kets but, unless the govern¬ 
ment opts for giving up actual 
control, there is little promise 
for fundamental changes in the 
company. The government sold 
off 6 per cent of Bezek on the 
Tel Aviv Stock Exchange 
(TASE) in September 1990 for 
about $75m and another 9 per 
cent for a relatively cheap 
$87m (which will ultimately 
bring the public’s stake in 
Bezek to 25 per cent, if share¬ 
holders exercise all the options 
to buy shares that came with 
the second offering). 

The government Is now 
readying a two-part sale of 
shares, this time to overseas 
interests. The plan is to sell 9 
per cent to foreign institutional 
investors via private place¬ 
ments and 14 per cent to a 
“strategic" investor, ie, a for¬ 
eign telecommunications com¬ 
pany that can lend Bezek its 
expertise. 

Rumors are that such blue 
chips as AT&T. MCI and 
Southwestern Bell have 
expressed an interest in the 
strategic stake. The TASE 
offerings met with huge 
demand, but that was less a 
reflection of the market's eval¬ 
uation of the company itself 
than of the large amounts of 
money that institutional inves¬ 
tors are now free to put in 
equities because of recent 
reforms in the capital market. 

Bezek boosted its first-half 
1991 earnings to about $50m, 
two-and-a-half its year- 
earlier level, on income of 
$750m. a 16 per cent gain. But 
Bezek's return on equity was a 
Continued on page 32 


JAPAN: Mobile phones 


Market blossoms in Japan 


THE JAPANESE market for 
mobile phones has sprung to 
life in the past few years. It is 
now growing at a hectic pace 
that is expected to continue for 
many years to come. 

The sudden turn to growth, 
after nearly a decade of stagna¬ 
tion under the monopoly of 
Nippon Telephone and Tele¬ 
graph (NTT), is a direct result 
of competition. Rates have 
come down, service has 
improved, and new entrants 
are piling into the market, 
including motor manufacturers 
Nissan mid Toyota and foreign 
operators such as British Tele¬ 
com and Nynex. Motorola, the 
US electronics group, has a big 
share of the equipment market. 

Japan was one of the first 
countries in the world to offer 
mobile phone services in 1979, 
but the market hardly devel¬ 
oped until about 1988. Since 

then, subscriptions have 
rou g hl y doubled each year and 
in July passed the million 
mark But per thousand peo- 
plethey are still below 10, com¬ 
pared with about 20 in the US 
and the UK, and 54 in Sweden. 
NTT projects a period of strong 
growth that will take the total 
to between 8m and 12 m by the 
turn of the century. 

NTT offers a nationwide 
analogue system based on its 
own standards- Currently, it 
feces one competitor offering 
services in each principal mar¬ 
ket Nippon Idoteushin (IDO), 
whose shareholders 
Nissan and Toyota, m tne 
region surrounding Tokyo, and 
Daini Denden (DDI). owned m 
part by Sony and Kyocera, in 
Osaka and elsewhere. DDI uses 
Motorola’s micr o-Ta c system. 
IDO began with NTT’s system, 
although It will start offering 
Motorola-standard service m 


Tokyo this year, after political 
pressure from the US. 

Because of the rapid rise in 
analogue subscriptions how¬ 
ever, the system will soon 
reach tiie limits of capacity. As 
a result pressure is on to get a 
higher-capacity di gital system 
up and running quickly. 

NTT will provide a nation¬ 
wide service and will start 
operations next year in the 
Tokyo region. The year after, it 
will encounter competition in 
digital service from IDO and 
DDI in the 800 MHz band. 
Moreover, the government has 
opened up a higher-frequency 
band (L5 GHz) and licences are 
expected to awarded to two 
newly-formed companies: 
Tokyo Digital Phone (whose 
owners include JR East, 
Toyota and Pacific Telesis of 
the US), and Tsuka Cellular 
(owned by DDI, Nissan and 
Motorola, with smaller shares 
held by Nynex, BT, GTE and 
Roger Cantel). 

The companies offering ser¬ 
vices in the higher wave bands 
are somewhat at a disadvan¬ 
tage since for technical reasons 
they must install four tunes as 
many transmitters to provide 
the same coverage. But expec¬ 
tations of growth and profits 
have been enough to overcome 
any doubts. 

The final result as analogue 
services are eventually phased 
out wiU be four operators in 
each area offering digital ser¬ 
vices, which could make Japan 
the most competitive market in 
the world. Although NIT offi¬ 
cials acknowledge that compe¬ 
tition will bring benefits, they 
say that having four operators 
fAflriR to a wasteful excess of 
capital investment. 

Under pressure from the 
Ministry of Posts and Telecom¬ 


munications, and over the 
objections of some directors, 
NTT has agreed to spin off its 
mobile phone services into a 
separate company that will 
eventually be listed on the 
stock exchange - partially or 
completely divested. The aim is 
to separate the mobile phone 
business from the local tele¬ 
phone service monopoly which 
NTT continues to proride and 
thereby reduce government 
regulation. 

Mr Ryoichi Tanaka, execu¬ 
tive manager of planning for 
NTT's mobile communication 
sector, points out other bene¬ 
fits: the cellular service win no 
longer be overshadowed by 
NTT's mainstream business 
and can set its own investment 
budget The company wifi be 
free from requirements to 
make public the results of its 
research activities. It will also 
be free from provisions of the 
laws governing NTT and giv¬ 
ing priority to company’s obli¬ 
gations to provide service for 
the public over and above mak¬ 
ing a profit 

As a result of the competi¬ 
tion, NTT’s domination of the 
market has been steadily 
eroded. Of the 378^20 new sub¬ 
scribers in the year to the end 
of March, 55 per cent went to 
NTT's competitors. IDO and 
DDI now claim about 37 pea: 
cent of the market 

NTT has had to fight back 
by both lowering rates and 
improving service. The basic 
monthly service fee has 
dropped from Y30.000 ($225) in 
1985, to a recently proposed 
Y17.000. However, other carri¬ 
ers will shortly be offering foes 
of Y12JJ00, which is likely to 
herald another round of rate 
cutting next year. Call charges 
have been simflariy slashed. 


Not only did the competition 
move ahead by offering 
cheaper service originally, but 
DDI also had the advantage of 
using Motorola's micro-Tac ter¬ 
minal, then the smallest and 
lightest in the world- NTT has 
responded with its Nova sys¬ 
tem, for which it now makes 
similar claims. Its rented 
equipment has descended in 
two stages from a cumbrous 
portable phone in 1987, weigh¬ 
ing 75Qg and taking up 500cc, 
to the latest pocket phones 
that weight 230g and take up 
just iSOcc. 

So tor equipment has been 
available to the public only 
through renting equipment 
from the company providing 
mobile phone service. That 
should change next year when 
purchases will become possi¬ 
ble. The type and variety avail- 
aide should mushroom as Japa¬ 
nese companies concentrate on 
what they do best: making 
small, practical electrical appli¬ 
ances. 

NTT is also planning to 
introduce a microceBular sys¬ 
tem - tiny, high frequency 
(23 Gbz) pocket phones that 
tap directly into the normal 
phone circuit by means of 
receiving stations that cover 
an area 100 meters in diameter. 
The telephones will not work 
property in a moving vehicle, 
but could be ideal for densely 
settled areas like Tokyo and 
Osaka. Transmitting stations 
could also be installed in trains 

Or air planes 

As yet it has not yet betel 
decided whether this service 
will stay with the parent com¬ 
pany NTT, or will go to NTT 
Cellular. 

Steven Butler 
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GREEK TELECOMMUNICATIONS ON 
THE CONCOURSE OF EUROPE 

The Hellenic Telecommunications Organisation (OTE), the country's largest public sector organisation, 
is rapidly going ahead with an extensive programme for the Improvement and updating of Greek 
telecommunications. 

OTE’s main objectives are: 

1. An improvement in the quality of communication provided by the existing telecommunications network. 

2 . Filling the demand for new telephone tines. There are about 1,000,000 applications pending at the present 


3. 


4. 


time. 

The digitalisation of the network and exchanges so that in addition to improved quality there will be an 
infrastructure for the introduction of new services. 


The updating of international communications. 

Up to 1992, OTE’s targets include the installation of 1,570,000 new ines in all parts of the country. 

In 1990, the following works are in hand, in line with the more general execution of the five-year programme. 

1. The installation of 470,000 digital fines and the supply of 720,000 adds tonal digital fines. 

2 . The installation of 67 rfigital radio networks with a capacity of 42,000 circuRs while another 65,000 circuits 
should be activated in 1992 with the supply of additional material. 

The installation of 30 small capacity radio couplings to serve remote subsertoers (i.e. small villages). 

The supply of 60 km. of optical fibre land cables and the installation of a submarine Aegean optical fibre 
network about 400 km. in length. 

Improvement of international communications and the boosting of Greece's position as a 
telecommunications junction with the following: 

The operation of the EM OS -1 optical fibre submarine cable in the eastern Mediterranean. Competitive 
bids have been invited for the supply of material to double the capacity of this network. 

Hastening the procedures for the execution of various works such as the submarine optical fibre cable 
between Greece and Cyprus. 

In the satellite communications sector, the following has been achieved. 

Installation of a permanent station to serve TV programmes between Greece and Cyprus. 

Acquisition of a mobile TV transnutting station. 

The equipment of the earth stations at Thermopylae has been renewed. 

Acquisition of a new INTELSAT digital earth station. 

Acquisition of an INMARSAT earth station and the ordering of two mobile INMARSAT stations for 
emergencies. 

Beyond works which are intended to serve OTE subscribers, other works are under way which are intended to 
kit reduce new services and telecommunications facilities. 

These are: 

a- The updating of shore station installations and an expansion of ship-to-shore services. 

b. The supply of 8,000 pagers and the extension of the paging service to other cities and arterial roads. 

c. The upgrading of communications in Piraeus's telecommunications park. 

d. . The extension of the HELLASPAC network from 900 to 2,100 outlets and from 8 to 32 junctions for the 
better coverage of the country's area. 

e. The acqu'tsftton of a HELLASPAC transmission network of 64kbps to 2Mbps which will function in 1992. 

f. The acquisition of VIDEOTEX and ELECTRONIC MAIL systems, the contracts for which are to be ratified 
soon. 

An important project is that of mobile land telephony which, following a government decision, wOl be developed 
by two companies wfth the participation of OTE. Recently, fetters of interest were invited for the development of 
this project in parallel with the above, a huge effort is being made to harmonise OTE with the EC framework for 
free telecommunications to enable OTE to operate in a competitive field, in this regard, a business plan has 
been elaborated and OTE's exclusive right to install tines and supply telephone sets to subscribers will be 
relinquished on 1-1-92. 
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THE future or the Indian 
telecom industry has been ten¬ 
dered uncertain by the recent 
change of government in New 
DeBdu 

When Prime Minister P.V. 
Narasimha Rao's Congress 
admhdstratian toots power in 
Jane, the government was 
committed to a policy of dere¬ 
gulation. In his first public 
statements, Mr Rqjnesh Pilot, 
the new Minister of Communi¬ 
cations, said that a number of 
value added services - elec¬ 
tronic mail, video-conferenc¬ 
ing, and telex - would be 
thrown open to the private sec¬ 
tor. 

The private sector, he said, 
would also be allowed to build, 
install and operate private net¬ 
works. The networks would be 
based on standardised equip¬ 
ment supplied by the Depart¬ 
ment of Telecommunications. 

Mr Pilot seemed by his 
remar ks to exclude the possi¬ 
bility of the market for main 
exchange switching equipment 
being opened to further compe¬ 
tition. In a tussle between gov¬ 
ernment departments, how¬ 
ever, the ministry of Industry 
said that the main exchange 
switching equipment market 
should be deregulated as well. 

At the moment, the only two 
main exchange technologies 
tiwmcgd by the Indian govern¬ 
ment are Alcatel's EiOB and 
the indigenous C-Dot technol¬ 
ogy developed by Mr Sam 
Pitroda. 

9ft Pitroda, an Indian-born 
electronics engineer who made 
a business career in the US, 
has determined Indian govern¬ 
ment telecom policy in recent 
years as a confidant of former 
Prime Minister Rajiv Gandhi 
and as chairman of the Tele¬ 
com Commission. 


INDIA 


A tangled 
network 


C-Dot developed and foot 
into production a mod 


rural exchanges. It has encoun¬ 
tered problems in developing a 
16.000 line exchange. Its 
smaller 10 , 000 -line main 
e xchang e is undergoing field 
trials. 

Mr Pitroda has refused to 
allow Other pwinpatinfiala tO 
compete in main exchange 
switching equipment, on the 
grounds that the C-Dot tech¬ 
nology would save India for¬ 


equlpment because of the size 
of the country and as the exist¬ 
ing network u underdeveloped. 
India's c u rr en t five-year plan 
allocates spending or $ 12 bn on 
telecommunications in the 
period 1990-96 and S27bn in the 
five years after that Those fig¬ 
ures grossly underestimate the 
expenditure required if funds 
ware not a constraint 
The registered waiting list of 
people seeking phone connec¬ 
tions is 1.7m. In spite of grow¬ 
ing investments, the gap 


The government is likely to retain Its monopoly 
over telephone services because It needs 
the substantial revenues ft raises from charges 
in big cities to finance expansion In the rural 
areas 


eign exchange and that it was 
adequate for India’s needs. 

Mr Pitroda, however, seems 
likely to be replaced as bead of 
file telecom department open¬ 
ing the door to other multina¬ 
tionals apart from AlcateL 
Amongst those interested in 
the switching market and ser¬ 
vices are most of the large 
international telecom compa¬ 
nies, from AT&T to Siemens, 
Ericsson and NEC. 

India is potentially a vast 
market for telecommunications 


between the demand for fines 
and the capacity to Install 
them is at present 300,000 to 
400,000 a year. The gap is wid¬ 
ening. 

Digital switching systems 
and the use of optical fibre 
cables, however, have been 
Increasing tbe number of caDs 
that are successfully com¬ 
pleted. hi Tw»ffri jmd Bombay, 
the rate has risen from 30 per 
cent to more than 80 per cent 
in the last five years. 

The government mafnfadng a 


monopoly over the operation of 
telephone services and hence 
over the purchasing of ™in 
switches. The government is 
likely to retain that because it 
needs tbe substantial revenues 
from telephone charges in big 
dfies to finance expansion In 
the rural areas. -~ 

Alcatel's BUB technology is 
being manufactured under 
licence - by the state-owned 
Indian Telephone Industries 
CTID at its plant at Mankapur, 
worth India.'Alcatel has been 
in discussions with the govern¬ 
ment about updating this tech¬ 
nology and eoinK into partner¬ 
ship with an Indian private 
sector group. 

The door has been closed to 
farther international' telecom¬ 
munications companies com¬ 
peting In this market by Mr 
Pttroaa's insistence that C-Dot 
could fill the remaining gap. 
'Hia credibility of th** «iatm 
has been questioned. 

m itself says that it has 
developed its own modular 
switching system which wifi be 
ready for field trials this year. 
With 82,000 workers in six fac¬ 
tories, it Is heavily over-staffed. 

It has suffered this year from 
components shortages as a 
result of the foreign exchange 
crisis stalling imports. At one 
point it seemed production 
"right stop. It Is now able to 
obtain foreign currency by pur¬ 
chasing it through the new , 
eximscrip market at a pre¬ 
mium, now about 40 per emit i 

m remains the only mann- I 
facturer of main exchange 
switching equipment Several 
private firms have been 
licensed to produce smaller 
exchanges. These include 
Escorts and the Tata group. 


SOUTH AFRICA 


Socio-economic division 


David Hoiwego 


Continued from page 31 
paltry 6 per cent - a big 
improvement over 1990's 2.3 
per cent, but a fraction of that 
of its American counterparts. 

The government has prom¬ 
ised to adjust Bezek’s rates to 
eventually give it a return on 
equity of &£ per cent but prog¬ 
ress has been slow. In the first 
half of 1991, for instance, rates 
were raised 7 per cent above 
the routine inflation-linked 
rises. Unfortunately for share¬ 
holders, it is the gover n ment 
an wham investors will have to 
rely to improve Bezek’s return. 
Althoug h tiw public contr o ls a 
large part of tbe company, it 
has no say in Bezek affairs. 

No plans are afoot to change 
that, nor is the government 
prepared to sell mare shares 
beyond the next round of sell- 
ofB, which wifi still leave tbe 
state wtth52 per cent holding. 


Piecemeal reforms 


Critics have gone as for as to 
say that the government sim¬ 
ply looks at Bezek as a cash 
cow and that the company, in 
fact, is not being privatised. 

if there is a cloud on Bezek’s 
horizon, it is the prospect of 
competition. There are only a 
few areas in the telecommuni¬ 
cations market where Bezek 
does not have a monopoly, and 
In those areas its record has 
been less than sterling. 

Isranet, its packet-switched 
data network for commercial 
customers, had only 2JDQ cus¬ 
tomers at the end of 1990 and 
has been growing slowly 
because, tbe company admits, 
big institutional customers 
have alternatives. The govern¬ 
ment allowed p ri v ate net¬ 


works for some time and has 
licensed the Postal Authority 
and a state-owned data pro¬ 
cessing Company, Malawi, to 
operate their own commercial 
networks. Last January, Isra¬ 
net was forced to cot rates by 
toper cent 

Bezek Zabav, an electronic 
mail and database service oper¬ 
ated as a joint venture with a 
company called Aurec, is los¬ 
ing money. The market for 
interconnectio n eq uipment 
(telephones and PBXs) Is also 
open to limited competition. 
The Boaz commission would 
Hke to see more - but not 
completely free - competition 
in these areas as wen as in 

Over s eas i wnmmilratinnd and 

cellular telephones (both now 


Bezek monopolies), and to per¬ 
mit private internal voice net¬ 
works. ' 

Basic telephone service and 

the hri*wwnwimiO*aH/iTiq infra. 

structure, however, would 
remain in Bezek's Wnflg The 
white paper is now being 
reviewed by the finance and 
communications ministers. 
Pressure on the government to 
raise more money through 
share sa les could eventually 
looeen its grip on Bezek. Like¬ 
wise, burgeoning telecommuni¬ 
cations demand could, if not 
satisfactorily met by Bezek. 
force the co m p any and the gov¬ 
ernment to significantly widen 
the field to competition. In file 
meantime, investors and the 
telephone-using public will 
have to make-do with piece¬ 
meal reforms. 


David Rosenberg 


EARLIER this year there was 
considerable hullabaloo in the 
South African press about the 
government’s restrictive atti¬ 
tude to Che use of low-fre¬ 
quency cordless telephones. 
Much ink w&b also smiled on 
the prohibitively high cost of 
car-telephones. Less was heard 
about the millions of South 
Africans who lack access to 
any sort of telecommunica¬ 
tions equipment. 

In regard, the telecom¬ 
munications scene faithfully 
reflects the fundamental 
socio-economic cleavage in the 
country whereby a small por- 
, tlon of the population, with 
highly sophisticated needs, is 
found alongside the vast major- 
! ity of people whose needs are 
much more basic, and often 

nwatirfbiri 

The local industry has to 
meet tbe needs of both these 
constituencies. Traditionally, 
the gmphagfg has frn*n rather 
more on the needs of the first- 
world sector. It doSB not 
require much imagination to 
anticipate that under a post¬ 
apartheid government, the 
needs of the third-world sector 
will enjoy greater attention. 

Indeed, Mr Dante da Tatt, 
general manager of Telkozn, 
the national telecommunica¬ 
tions utility, says its goal is 
already to “provide every per¬ 
son in South Africa with some 
form of telephone service". At 
the moment. Sooth Africa has 
about 5.4m telephones - 40 per 
cent of Africa’s phones, but not 
enoug h to prev e nt an outstand¬ 
ing list of 120,000 people want¬ 
ing phones in blade areas. Tbe 
network is in the process of 
being converted from analogue 
to digital. About 60 per emit of 
it Is now di gita l 

Achieving Mr du Toil's aim 
poses enormous technological 
aw! financial rhallgng pw to fire 

industry. The traditional 
method of placing under¬ 
ground copper cables would he 
too expensive, there is 
the problem of theft of cables. 
The industry therefore needs 
to look at the possible use of 
satellites, optical-fibres and/or 
cellular plumes. 

Some interesting innova¬ 
tions have already emerged in 
order to satisfy the needs of 
low-density communities. One 
such development is the Small 
Digital Exchange (SDE), devel¬ 
oped by Siemens In Germany 
and further developed in 
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Watting Hat 120,000 people ht black area* nead telephones 


Argentina and South Africa. It 
runs on solar power and can 
service a couple of hundred 
subscribers. Another is the 
Rurtel system, commissioned 
in September by Altech and 
Alcatel, which is a radio-based 
system that provides switching 
for up to 250 subscribers. 

Allied to innovation wifi also 
have to be a sizeable capital 
commitment This will require 
a reversal of the pattern of the 
past tew years which saw tele¬ 
communications expenditure 
fay fiie government stay virtu¬ 
ally fiat in nominal terms act 
RL35bn ($470m) from 1985/6 to 
19 89190 - a cut virtually of 
half in real terms. This policy 
aMfr rfafag back to an influen¬ 
tial report done for the govern¬ 
ment on the Posts and Tele¬ 
communications service by the 
late Dr Wim de Villiers. He 
thought the service had over¬ 
spent on infrastructure, basing 
ms reasoning on a projected 4 
per cent annual growth in tele¬ 
communications traffic. 

Dr Bill Venter, executive 
chairman of Altron, the coun¬ 
try’s largest electronics and 
telecommunications group, 
says fids was an undezjudge- 
ment by a facto of 100 per 
cent He says these has been a 
cutback in real spending in the 
telecommunications sector of 
70 per cent in the past three 
years. “You cannot do that and 
not pay a price,” be argues, the 
price coming in the form of 
backlogs In the provision of 
telephones and digital network 
lines. Dr Venter argues that it 
is difficult to nndprgfamd the 
reduction of capital expendi¬ 
ture in thlii manner in the ser¬ 
vice that is file state’s most 
profitable revenue earner. Tel¬ 
kom made a net income of 
R861m in the year to March 
1990. 


Dr Venter says this severe 
cutback in capital expenditure 
led to significant loss of Jobs, 
sales and profits for companies 
heavily Involved In the indus¬ 
try. This is evident from bis 
own company Attech’s modest 
profit growth from R77m In 
1988 to B88m in 1991. Admit¬ 
tedly, the economy was also in 
recession for much of this 
period, but tbe average infla¬ 
tion rate over the period was 
about 15 per cent 

While Dr de Villiers may 
have got bis sums wrong, there 
has been another more funda¬ 
mental change at work which 
has brought tbe telecommuni¬ 
cations and broader electronics 
industry to tbe crossroads. 
This is tbe decline of mlHtaiy 
and strategically based deci¬ 
sion-making as the country has 
embarked on a political reform 
process. Two of the main pil¬ 
lars in the development of the 
local electronics industry were 
the needs of the country's 
defence establishment, and the 
strategic aim to achieve 
selfgufEdancy in the provision 
of telecommunications Infra¬ 
structure. This predated the 
country's political isolation, 
but obviously received added 
impetus as the country became 

wiqwMlng l y ianlataH 

Now that both of these pil¬ 
lars have been removed, the 
industry needs to re-orient 
itself. As Ur Geoff Hainebach, 
Joint managing director of Sie¬ 
mens South Africa notes, there 
will be no shortage of opportu¬ 
nities arising from the shift in 
government focus towards pro¬ 
viding infra stru ct ur e for the 
entire population of 38m peo¬ 
ple, rawer than for file small 
white minority. It will Just be a 
matter of time for the reorien¬ 
tation to take place. 

The move away from strate¬ 


gic self-sufficiency, wifi abo 
involve rationaflaatian in fin' 
industry. Dr Venter believes 
there is overcapacity in the 
industry, arguing that the 
country really only needs two 
suppliers. Currently, tile three 
main suppliers are fitemeus 
Altech (which has an aiH jw yy 
with Alcatel) and Temaa,_a 
local manufacturer' owned 
Jointly by GEC and Pfcssey. 
Market sources peculate that 
Temsa Mw d siniiw* may. soon 
move closer together because 
they make the Bame product 1 

Two further stimuli to 
change in the industry are tbe 
commercialisation.of Telkom, 
which will be separated frkn 
its loss-making postal sendee 
twin at the beginning of Octf- 
ber, and deregulation in to 
Industry. Mr du Toft says ones 
commercialised, Telkom will 
become more of a dient-drivan 
business. 

Hie greater change is lDcuv 
to come from deregulation 
which wifi probabte tteco&A- 
ales being allowed to useTal- 

kam evmmimiratkma fariWOa . 

to provide custainenr with val¬ 
ue-added services tint ranks 
“hums" on tike main service, 
which is certain-to-stay-the 
monopoly preserve of Te&am. 

One factor which will impact 
on the pace of der^ulatfon 
will be the existence 1 : of 
long-term supply contracts a 
legacy of tne need to offer 
enticements to companies .to 
start local production > which 
can only be renegotiated ficur 
about 1994. The government 
lias also stffl toshowfishand 
on the question of whether it 
pintm to appoint an ombuds¬ 
man (ft ta sfr Bryan Cstabere 
In the UK) whose dectetooa wm 
affect the pace, of riffltifcnhtlon. 
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FRANCE TELECOM BRINGS THE WORLD CLOSER 
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The world's moat digitalized 
public phone system, the lar¬ 
gest packet switching data 
transmission network, the 
world's most extensive and 
successful videotex system,- 
the first fully operational 
nationwide ISDN , This Is 
France Telecom's track record. 
Yet, state-of-the-art techno¬ 
logy would mean very little If 
it didn't translate Into practi¬ 
cal, accessible, affordable, 
customized solutions. That's 
why, together with you, we 
can help define your own com-. 
munNations strategy and 
more Important, implement 
it. In shorty we bring the work f 
* closer to you. 

For marm information calf: 
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